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MobileMedia Corporation, a Delaware corporation ("MobileMedia"),
MobileMedia Communications, Inc., a Delaware corporation ("Communications"), MobileMedia
Communications, Inc. (California), a California corporation, MobileMedia DP Properties, Inc., a
Delaware corporation, MobileMedia PCS, Inc., a Delaware corporation, Dial Page Southeast,
Inc., a Delaware corporation, Radio Call Company ofVa., Inc., a Virginia corporation,
MobileMedia Paging, Inc., a Delaware corporation, Mobile Communications Corporation of
America, a Mississippi corporation, MobileComm of the Southeast, Inc., a Delaware corporation,
MobileComm ofthe Northeast, Inc., a Delaware corporation, MobileComm Nationwide
Operations, Inc., a Delaware corporation, MobileComm ofTennessee, Inc., a Tennessee
corporation, MobileComrn of the Southeast Private Carrier Operations, lnc., a Georgia
corporation, MobileComrn of the Southwest, Inc., a Texas corporation, MobileComrn ofFlorida,
Inc., a Florida corporation, MobileComrn of the Midsouth, Inc., a Missouri corporation, FWS
Radio, Inc., a Texas corporation, and MobileComm ofthe West, Inc., a California corporation,
each a debtor and debtor-in-possession herein (collectively, the "Debtors"), propose the following
First Third Amended Joint Plan ofReorganization (the "Plan").

INTRODUCTION

This Plan encompasses a reorganization of the Debtors pursuant to which
Communications will merge with and into Farm Team Corp., a Delaware corporation ("Merger
Subsidiary") and a subsidiary of Arch Communications Group, Inc. ("Arch"), with Merger
Subsidiary being the surviving company. The Debtors' creditors will receive cash or equity
securities of Arch. There will be no recovery for the Debtors' equity security holders.

Reference is made to the Disclosure Statement accompanying this Plan, including
the exhibits thereto, for a discussion of the Debtors' and Arch's history, business, results of
operations and properties, and for a summary and analysis of this Plan. All creditors are
encouraged to consult the Disclosure Statement and to read this Plan carefully before voting to
accept or reject this Plan.

NO SOLICITAnON MATERIALS, OTHER THA.N THE DISCLOSURE
STATEMENT A..~rn RELATED MATERIALS TRANSMITTED THEREWITH A..1\TI
APPROVED BY THE BANKRUPTCY COURT, HAVE BEEN AUTHORIZED BY THE
BA..NKRUPTCY COURT FOR USE IN SOLICITING ACCEPTANCES OR REJECTIONS OF
THIS PLAN.

ARTICLE I
DEFINITIONS; INTERPRETATION

1.1 Definitions.

In addition to such other terms as are defined in other Sections of this Plan, the
fol1o~ing tenns (which appear in this Plan as capitalized terms) shall have the meanings set forth
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below. A term used in this Plan and not defined in this Plan but that is defined in the Code has the
meaning set forth in the Code.

"93/8% Note Indenture" means the Indenture dated as ofNovember 13, 1995,
between Communications, as Issuer, and State Street Bank and Trust Company, as Trustee.

"93/s% Notes" means the Senior Subordinated Notes due November 1,2007,
issued pursuant to the 9%% Note Indenture.

"10112% Note Indenture" means the Indenture dated as ofDecember I, 1993,
between Communications, as Issuer, and First Trust USA (as successor to BankAmerica National
Trust Company), as Trustee, as amended.

"10112% Notes" means the 10~% Senior Subordinated Deferred Coupon Notes
due December I, 2003, issued pursuant to the 10~% Note Indenture.

"1995 Credit Agreement" means the Credit Agreement dated as ofDecember 4,
1995, as amended, among Communications, the Pre-Petition Lenders and the Pre-Petition Agent.

"Administrative Claim" means a Claim to the extent that it is of the kind described
in section 503(b) of the Code and is entitled to priority under section 507(a)(I) of the Code.

"Allowed" means as to any Claim (whether an Administrative Claim, Priority
Claim, Priority Tax Claim, Secured Claim or Unsecured Claim), the extent to which such Claim:

(a) (i) was timely filed or listed in the Schedules and not listed as
disputed, contingent or unliquidated as to amount; and

(ii) the Debtors, the Reorganized Debtors or any other
pany in interest entitled to do so has not and does
not file an objection to such Claim within the time
period set fonh for objecting in Section 4.4;

(b) is allowed by a Final Order of the Bankruptcy Coun; or

(c) is allowed by this Plan.

"Arch Capital Shares" means, collectively, the Arch Common Shares and the Arch
Class B Common Shares.

"Arch Class B Common Shares" means the shares of Class B Common Stock of
Arch, par value $0.01 per share, to be authorized and issued as and when contemplated by the
Merger Agreement.
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"Arch Common Shares" means the shares ofCommon Stock ofArch, par value
$0.01 per share, which are issued and outstanding plus additional shares which will be authorized
and issued as and when contemplated by the Merger Agreement.

"Arch Participation Warrants" means, if a Rights Offi:ling Adjastmem shaU have
oeearred, warrants for the purchase of Arch Common Shares, which warrants will be issued
pursuant to a Warrant Agreement governing their issuance and exercise that will be in the form
set forth in Exhibit B-1 to the Merger Agreement.

"Arch Series C Convertible Preferred Shares" means the shares of Series C
Convertible Preferred Stock ofArch, par value $0.01 per share.

"Arch Stockholder Rights" means non-transferable rights issued by Arch (except
that, at Arch's election, the rights will transfer with the underlying shares in respect ofwhich the
rights are distributed) for the purchase of Arch Common Shares.

"Arch Stockholder Rights Offering" means the issuance of Arch Stockholder
Rights to the holders ofArch Common Stock on a date to be determined by the Board of
Directors of Arch, as more fully described in Schedule IV to the Merger Agreement.

"Arch Stockholder Rights Offering Commencement Date" has the meaning set
forth in Schedule IV to the Merger Agreement.

"Ateh Wall ants" illeans, if a Rights O~ring AdjaShllent shaU not have oeealred, warrants for the
pcrchase of A::t ell COll111l0n Sllm es, "" hieh "",an ants ",ill be issced pw samlt to a Wall ant
Agreement go;erning their issaanee m1d exercise that "" ill be in the folin set forth in Exhibit B to
the Mel gel Agl eement.

"Ballot" means the ballot for voting to accept or reject this Plan distributed by the
Debtors to all holders of impaired Claims entitled to vote on this Plan.

"Bankruptcy Court" means the United States Bankruptcy Court for the District of
Delaware in which the Cases were filed on January 30, 1997, or any other court with jurisdiction
over the Cases.

"Bankruptcy Rules" means the Federal Rules of Bankruptcy Procedure, as
amended from time to time to the extent applicable to the Cases.

"Benefit Plan Indemnification Obligations" means Indemnification Obligations with
respect to any officer or employee serving as a fiduciary of any employee benefit plan or program
of the Debtors, pursuant to charter, by law, contract or applicable state law for any actions taken
or not taken in the discharge of such officer's or employee's duties as a fiduciary of such employee
benefit plans or programs.
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"Business Day" means any day other than a Saturday, Sunday or day on which
commercial banks in the city ofNew York, New York or the States ofNew Jersey or Delaware
are authorized or required to close.

"Capped Administrative Claims" means the Debtors' good faith estimate of the sum
of (i) Priority Tax Claims, (ii) Administrative Claims for (x) bonuses payable to employees and
professionals on or as a result of the Effective Date, (y) amounts necessary to cure any defaults in
executory contracts or unexpired leases assumed pursuant to this Plan as required by section
365(b) of the Code and (z) any accrued and unpaid fees and expenses of professionals retained by
the Debtors or the Committee pursuant to orders of the Bankruptcy Court, and (iii) Claims for (x)
the Allowed Class 4 Claims described in Section 2.6(B)(ii), (iii) and (iv), (y) the Allowed Class 5
Claims described in Section 2.7(B), and (z) Allowed Class 6 Claims of the indenture trustees
under the Subordinated Indentures described in Section 28(C)(3), in each case (other than those
Claims in clause (iii)(z) hereofwhich shall be payable until such professionals no longer provide
services to their respective constituencies on account of the Cases), accrued and unpaid or
payable as of the Effective Date, which estimate shall be in reasonable detail (which in the case of
professional fees, shall be in substantially the same form as would be submitted to the Bankruptcy
Court) and shall be delivered to Arch (with a copy to the Committee) twenty days prior to the
Effective Date. If no objection is made by Arch to the Debtors' estimate within ten days after
receipt thereof, the estimate shall be deemed to be the amount of Capped Administrative Claims
for purposes of Section 2.1 (D). If Arch delivers to the Debtors (with a copy to the Committee) a
written objection to the Debtors' estimate within ten days after receipt of such estimate, and the
Debtors and Arch are unable to resolve such objection, it shall be submitted to the Bankruptcy
Court to be determined on or as soon as practicable after the Effective Date.

"Cash Equivalent" means, 'with respect to any Right, an amount equal to the value
of such Right as determined based on the actual proceeds received from the sale ofRights from
the Rights Reserve pursuant to Section 41CB)(5) (or, if the Rights Reserve is then fully depleted,
the fair value thereof as of the time such sale would have occurred based on the market price for
such Right or, if no such price is available, as determined by the Debtors, Arch and the Committee
in good faith or determined by the Bankruptcy Court ifno agreement can be reached)

"Cases" means the reorganization proceedings of the Debtors under chapter 11 of
the Code, jointly administered as Case No. 97-174 (PJW).

"Causes of Action" means all claims and causes of action now owned or hereafter
acquired by the Debtors, whether arising under any contract or under the Code or other federal or
state law, including, without limitation, any causes of action arising under sections 544, 545, 547,
548,549,550,551, 553(b) or other sections of the Code.

"Claim" means "claim" as defined in section 101(5) of the Code, as supplemented
by section 102(2) of the Code, and shall, in each case, mean a Claim against any Debtor (whether
or not so designated).

"Class" means each class of Claims or Claims and Interests created under this Plan.
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"Class 6 Adjusted Pro Rata Share" means, as to any Allowed Class 6 Claim, as of
the date that. is five Business Days prior to the Final Distribution Date, a fraction (i) the numerator
ofwhich is the amount of such Allowed Class 6 Claim and (ii) the denominator ofwhich is the
aggregate amount of all Allowed Class 6 Claims as ofsuch date.

"Class 6 Pro Rata Share" means, as to any Allowed Claim in Class 6 on the
Effective Date or such later date (prior to the Final Distribution Date) as such Claim becomes
Allowed, a fraction (i) the numerator ofwhich is the amount ofsuch Allowed Claim and (ii) the
denominator ofwhich is the sum of (x) the Effective Date Disputed Claims, (y) the Effective Date
Allowed Claims and (z) an estimate ofthe aggregate amount of Claims arising from the rejection
ofexecutory contracts and unexpired leases pursuant to Section 3 1 that are anticipated to
become Allowed Claims, such estimate to be mutually agreed upon by the Debtors, the
Committee and Arch in good faith or determined by the Bankruptcy Court if no such agreement
can be reached.

"Code" means the United States Bankruptcy Code, 11 U.S.c. §§ 101 ~ RQ..., as
amended from time to time to the extent applicable to the Cases.

"Committee" means the Official Committee of Unsecured Creditors appointed by
the United States Trustee for the District ofDelaware on February 10, 1997.

"Common Stock" means, collectively, (i) the Class A common stock of
MobileMedia, par value $.001, issued and outstanding immediately prior to the Effective Date, (ii)
the Class B common stock ofMobileMedia, par value $.001, issued and outstanding immediately
prior to the Effective Date and (iii) all options, warrants and other rights to purchase the Class A
common stock or the Class B common stock of MobileMedia.

"Common Stock Claim" means any Claim with respect to the Common Stock of
the kind described in section 51 O(b) of the Code, including, without limitation, any such Claim
asserted in or by the parties to the Securities Actions and any Claim by an officer, director or
underwriter for contribution, reimbursement or indemnification related thereto.

"Confirmation" means "confirmation" as used in section 1129 of the Code.

"Confirmation Date" means the date on which the Confirmation Order is entered
by the Bankruptcy Court.

"Confirmation Hearing" means the hearing at which the Bankruptcy Court
considers Confirmation of this Plan.

"Confirmation Order" means an order of the Bankruptcy Court confirming this
Plan, which order shall be reasonably satisfactory to Arch and, as to the provisions relating to the
treatment of Allowed Class 4 Claims, the Pre-Petition Agent.
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"Creditor" means "creditor" as defined in section 101(10) of the Code and shall
mean a creditor of any Debtor.

"Creditor Stock Pool" means a number of 14.344.969 newly-issued Arch Common
Shares detell11ined in accordance with Schedule II to the Mel gel Agteetnent, as such number of
shares constituting the Creditor Stock Pool may be adjusted pursuant to Section 2.1(1) and
Sectiop 4.1£1U(6).

"Customer Refund Claim" means a Claim by a customer or subscriber of any of the
Debtors for refund ofamounts improperly paid or billed, or for the return ofa deposit.

"Delaware Subsidiary Co." means MobjJe Communications Corporation of
America. a Dtlaware corporation and=";h,oUy owned subsidiap" of Communications.

"Dial Page Indenture" means the Indenture dated as ofFebruary 1, 1993, between
Dial Page, Inc., a Delaware corporation, as Issuer, and the Dial Page Indenture Trustee, as
amended.

"Dial Page Indenture Trustee" means Norwest Bank Minnesota, N.A. (as
successor to First Union Bank of South Carolina), as Trustee under the Dial Page Indenture.

"Dial Page Notes" means the 12114% Senior Notes due 2000, issued pursuant to the
Dial Page Indenture.

"Diluted Basis" means after gi (ing effect to (i) the issuance and dish ibution pUlsuant to this Plan
of the At eli Capital Shares (including the At eh Capital Shal es issued upon exel cise of the Rights
issued pUlsuant to the Rights Offel ing bot excluding At ch Capital Shares issued 01 isst1able opon
exelcise of the kch Wall ants or the Atch Participation Wall ants, as the case 11180) be) and (ii) the
assuIlled issoance of all Arch COIlllllon Shares issuable upon conversion of all con vertible
pi efet red stock (including the Arch SCI ies C Con QCrtible Pi efell ed Shat es) and com enible debt
secutities orkch outstanding as orthe date the "Bo)el Market Ptice" is detelluined in
accordance witll Schedole II to the Mergel Agi cement.

"DIP Agent" means The Chase Manhattan Bank, in its capacity as agent for the
DIP Lenders under the DIP Credit Agreement.

"DIP Approval Orders" means, collectively, (i) the Final Order (I) Authorizing (A)
Secured Post-Petition Financing On A Super Priority Basis Pursuant To 11 U.S.c. § 364, (B) Use
Of Cash Collateral Pursuant to 11 U.s.c. § 363 and (C) Grant of Adequate Protection Pursuant
To 11 U.S.c. §§ 363 And 364, dated February 19, 1997, (ii) Order (1) Authorizing Extension of
(A) Secured Post-Petition Financing On A Super Priority Basis Pursuant To 11 U.S.C. § 364, (B)
Use Of Cash Collateral Pursuant To 11 U.S.c. § 363 And (C) Grant Of Adequate Protection
Pursuant To 11 U.S.c. §§ 363 And 364 And (II) Scheduling A Final Hearing Pursuant To
Bankruptcy Rule 4001 (c), dated January 27, 1998 and (iii) Order (I) Authorizing Extension of
(A) Secured Post-Petition Financing On A Super Priority Basis Pursuant To 11 V.S.c. § 364, (B)
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Use OfCash Collateral Pursuant To 11 U.S.C. § 363 And (C) Grant Of Adequate Protection
Pursuant To 11 U.S.c. §§ 363 And 364 And (II) Scheduling A Final Hearing Pursuant To
Bankruptcy Rule 4001 (c), dated July 28, 1998.

"DIP Credit Agreement" means the Revolving Credit and Guarantee Agreement
dated as ofJanuary 30, 1997, as amended, among Communications, as Borrower, MobileMedia,
as Parent and Guarantor, each of the direct and indirect subsidiaries ofCommunications
designated as Guarantor in Schedule 3.5 thereto, as Guarantors, the DIP Agent and the DIP
Lenders.

"DIP Lenders" means those financial institutions from time to time party to the
DIP Credit Agreement as lenders.

"Director Indemnification Obligations" means Indemnification Obligations with
respect to any present or former director ofany of the Debtors.

"Disclosure Statement" means the Disclosure Statement respecting this Plan
approved by order of the Bankruptcy Court, and all supplements and exhibits thereto.

"Disputed Claim" means a Claim against any of the Debtors to the extent that such
Claim is not Allowed.

"Effective Date" means the date on which this Plan becomes effective! which date
shall be ten Business Days after all the conditions to the Effective Date set forth in Section 5. I
have first been satisfied or waived, or such earlier date (but not less than seven Business Days
after such conditions have first been satisfied or waived) as the Debtors, Arch, the Pre-Petition
Agent, the DIP Agent and the Committee shall agree.

"Effective Date Allowed Claims" means those Class 6 Claims that have been
Allowed by order of the Bankruptcy Court prior to the Effective Date or that are Allowed
pursuant to this Plan, as set forth in a schedule delivered by the Debtors to the Exchange Agent
and Arch two Business Days prior to the Effective Date, which schedule, absent manifest error,
shall be conclusive for the purposes of calculating Class 6 Pro Rata Share and Class 6 Adjasted
Pro Rata Share.

"Effective Date Disputed Claims" means, on and as of the Effective Date, any
Class 6 Claim that is a Disputed Claim on and as of such date, in the full amount set forth in any
timely filed proofofclaim or listed by the Debtors in the Schedules, as set forth in a schedule
delivered by the Debtors to the Exchange Agent and Arch two Business Days prior to the
Effective Date, which schedule, absent manifest error, shall be conclusive for purposes of
calculating Class 6 Pro Rata Share and Class 6 Adjasted PIO Rata Share.

"Estate Representative" has the meaning given such term in Section 4.2(C)(Sl.
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"Exchange Agent" means a bank trust company or other entity reasonably
satisfactory to MobileMedia and the Committee, appointed by Arch to act as the exchange agent
for making distributions to the holders of Allowed Class 6 Claims.

"Excluded Indemnification Obligations" means Indemnification Obligations with
respect to (i) any present or former officer of the Debtors considered as of the Effective Date by
the FCC to be an alleged wrongdoer for purposes of the FCC Proceeding, (ii) any present or
former officer of the Debtors now or hereafter named as a defendant in the Securities Actions, as
to claims arising out of the matters alleged in the Securities Actions, (iii) any present or former
officer of the Debtors named as a defendant in any action initiated after the date hereofbased
upon similar factual allegations, or alleging similar causes of action, to the Securities Actions, as
to claims arising out of the matters alleged therein, (iv) any officer or employee of the Debtors
that is not an officer or employee as of the Effective Date, (v) present or former professionals or
advisors of the Debtors, including, without limitation, accountants, auditors, financial consultants,
underwriters or attorneys, other than Indemnification Obligations arising out of post-petition
agreements approved by the Bankruptcy Court, and (vi) any Indemnification Obligation of the
kind described in section 510(b) of the Code.

"FCC" means the Federal Communications Commission or any governmental
authority succeeding to the rights and powers thereof

"FCC Proceeding" means the hearing in \VT Docket No. 97-115, In the Matter of
MobileMedia Corporation, et a1.

"Final Distribution Date" means the tenth Business Day after the day on which no
Class 6 Claim remains a Disputed Claim

"Final Order" means, as to any court, administrative agency or other tribunal, an
order or judgment of such tribunal as entered on its docket as to which the time to appeal or
petition for certiorari has expired and as to which no appeal or petition for certiorari is pending
or, if an appeal or petition for certiorari has been timely filed or taken, the order or judgment of
the tribunal has been affirmed (or such appeal or petition has been dismissed as moot) by the
highest court (or other tribunal having appellate jurisdiction over the order or judgment) to which
the order was appealed or the petition for certiorari has been denied, and the time to take any
further appeal or to seek further certiorari has expired.

!'Ft111~ Dilated Dasis" nleans after gi ving effect to (i) the issaance and distribatioll pal saant to this
Plan of the Arch Capital Shares (including the At eh Capital Shares issued t1pon exercise of the
Rights issued pw stlant to the Rights Offering and t1pon exel eise of the Stockholder Rights issacd
pal saant to the AI eh Stockholder Rights Offering), (ii) the assumed issaance of all Arch Common
Shares issaabic apon cOllvelsion of all eOlIVcrtible plefeiled stock (inelading the Arch Selies C
COIIVeltible Prefeilcd Shales) and comeItiblc debt seearities ofA:teh oatstandins as of the date
the "Doyel Malket Plice" is detellnined in aeeOJdance with Sehedtlle II to the Merge) Agleement,
and (iii) the asstlnJcd isstlanee ofall AI eh COl1llliOn Shares issuable t1pon the exel eise of the At eh
"'''arrants 01 the Ateh Pallicipation Warrants, as the case mas be.
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"Indemnification Obligations" means the obligation ofany of the Debtors to
indemnify, reimburse or provide contribution to any present or former officer, director or
employee, or any present or former professionals or advisors of the Debtors, including, without
limitation, accountants, auditors, financial consultants, underwriters or attorneys, whether
pursuant to charter, by law, contract or statute, regardless ofwhether the indemnification is owed
in connection with a pre-Petition Date or post-Petition occurrence.

"Interest" means all rights (including unpaid dividends) arising from any equity
security (as defined in section 101(16) of the Code) of the Debtors, including, without limitation,
the Common Stock, but excluding Common Stock Claims.

"License Co. L.L.C." means the limited liability company formed as a wholly
owned subsidiary ofMCCA that will hold the Reorganized Debtors' Licenses after the Effective
Date.

"Licenses" means the licenses and other authorizations of the Debtors to operate
their paging networks.

"Lien" means, with respect to any interest in property, any mortgage, lien, pledge,
charge, security interest, easement or encumbrance of any kind whatsoever affecting such interest
in property.

"MCCA" means MQ~Ve Communications Corporation of America. a
Mississippi corporation.

"Merger" means the merger of Communications into Merger Subsidiary
contemplated by the Merger Agreement and Section 4.2CB).

"Merger Agreement" means the Agreement and Plan ofMerger by and among
Arch, the Merger Subsidiary, MobileMedia and Communications dated as of August 18, 1998, as
amended by the First Amendment thereto dated as of September 3, 1998 and the Second
Amendment thereto dated as of.December 1. 1998, and as the same may be further amended
from time to time.

"MCCA" means Mobile COi11Jnanicatio1i5 COlpolation of Ameliea, a :Mississippi eOlpolation.

"Miscellaneous Secured Claim" means a Secured Claim not classified in Class 4
under this Plan.

"Net To~el Sale Ploeeeds" shall be the 1~et Cash Ploeeeds (as defined in the DIP Cedit
Agreement) from the Debtols' sale of their to ~ ers and certain related assets, as set WIth in the
Towel Sale Agreenlem, which Net Cash Ploceeds silall be at least $165 million.

"Non-Priority Unsecured Claim" means any Unsecured Claim not classified in
Class 3, 5, 7, 8 or 9 under this Plan.
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"Note Litigation Claim" means any Claim with respect to the Notes of the kind
described in section 51 O(b) of the Code, including, without limitation, any such Claim asserted in
or by the parties to the Securities Actions and any Claim by an officer, director or underwriter for
contribution, reimbursement or indemnification related thereto.

"Notes" means, collectively, the Dial Page Notes,. the 93/8% Notes and the 101;2%
Notes.

"Person" means any person, including, without limitation, any individual,
partnership, joint venture, corporation, company, trust, estate, unincorporated organization and
any governmental unit.

"Personal Injury Claim" means a Claim against any of the Debtors that is
unliquidated or contingent as of the Confirmation Date and is of the kind described in 28 U.S.C.
§ 157(b)(5).

"Petition Date" means January 30, 1997, the date on which the petitions initiating
the Cases were filed with the Bankruptcy Court.

"Plan" means this Second Third Amended Joint Plan ofReorganization, as
amended from time to time, and all addenda, exhibits, schedules and other attachments hereto, as
the same may be amended from time to tim~, pursuant to this Plan or the Code, all of which are
incorporated herein by reference.

"Pre-Petition Agent" means The Chase Manhattan Bank, in its capacity as the
agent for the Pre-Petition Lenders under the 1995 Credit Agreement.

"Pre-Petition Lenders" means those financial institutions from time to time party to
the 1995 Credit Agreement as lenders.

"Priority Claim" means a Claim to the extent that it is of the kind described in, and
entitled to priority under, section 507(a)(3), (a)(4) or (a)(6) of the Code.

"Priority Tax Claim" means a Claim to the extent that it is of the kind described in,
and entitled to priority under, section 507(a)(8) of the Code.

"Pro Rata Share" means proportionately, so that with respect to an Allowed Claim
other than an Allowed Class 6 Claim, the ratio of (i) the amount of payments or other property
distributable on account ofa particular Allowed Claim in a particular Class under this Plan to (ii)
the amount of such Allowed Claim in such Class is the same as the ratio of (a) 'the amount of
payments or other property distributable on account of all Allowed Claims in such Class to (b) the
amount of all Allowed Claims in such Class.

"Registration Rights Agreement" means a registration rights agreement to be
entered into pursuant to Section 4.9 between Arch and any Person entitled to become a party to
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such registration rights agreement under Section 4 9, which shall be in substantially the form
attached as Exhibit A.

"Reorganized Communications" means, on and after the Effective Date, Merger
Subsidiary, the successor to Communications (as reorganized under and pursuant to this Plan) and
a wholly owned subsidiary of Arch as a result of the Merger.

"Reorganized Debtors" means, on and after the Effective Date. Reorganized
Communications and Reorganized MCCA.

"Reorganized Debtor's Certificate ofincorporation" means, (i) as to Reorganized
Communications, the Certificate ofincorporation ofMerger Subsidiary, as amended by the
Certificate ofMerger relating to the Merger and except that the name of the corporation set forth
therein shall be changed to tlMobileMedia Communications, Inc.", and (ii) as to Reorganized
MCCA, the Certificate ofincorporation ofDelaware Subsidiary Co.

"Reorganized Debtor's Bylaws" means, as to Reorganized Communications, the
Bylaws ofMerger Subsidiary, and as to Reorganized MCCA, the Bylaws ofDelaware Subsidiary
Co.

tlReorganized MCCA" means Delaware Subsidiary Co., the successor to MCCA
(as reorganized under and pursuant to this Plan) and a wholly owned subsidiary ofReorganized
Communications.

"Rights" means certificated, transferable rights issued by Arch. The securities to
be offered pursuant to the Rights will be (i) al1 aggregate numbel of Ai cit Common Shares
dele) urilled in aCCOl dailce CI\ ith Schedule II to the f\ierger Ag) cenlcnt and (ii) if tl1el e has been no
Rights Offel ing Adjostment. Arch lV/an ants entitling the holders thel eof to porchase an aggl egate
nombel of Ai cll Common Shares determined as descl ibed in Schedole II to the Mel gel
Agreement an aggregate of 108,500,000 Arch Capital Shares. Each Right will be exercisable
for one t:1nit Arch Capital Share.

"Rights Offering" means the issuance of the Rights by Arch to holders of Allowed
Class 6 Claims on the Rights Offering Commencement Date.

"Rights Oifel ing AdjostIllent" has the meaning set forth in Schedule II to the Mel ger Agl eement.

"Rights Offering Commencement Date" means the date on which Arch commences
the Rights Offering by mailing to holders of Allowed Class 6 Claims as of the Rights Offering
Initial Record Date certificates representing the Rights and instructions for the exercise thereof,
which date shall be as soon as practicable after the later to occur of (i) approval by the
Bankruptcy Court of the Disclosure Statement and (ii) the effectiveness of the Registration
Statement (as defined in the Merger Agreement).
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"Rights Offering Distribution Pool" means all of the Rights JDimls the Rights
included in the Rights Reserve.

"Rights Offering Expiration Date" means 5:00 p.m., New York City time, on the
date on which the Rights Offering terminates, which date shall be established by Arch and
Communications, on 01 pI ior to the Confil1uatjon Date, be t shail be not less than 15 calendar da} s
after the later to occur of (x) the Rights Offering Adjtlstment Determnmtjon Date :the
Confirmation Date and receipt of the FCC Grant (as defined in Schedtlle II to the Merger
Agreement) and (})...»ut shall be not less tban 15 calendar days after the date on which all the
conditions to effectiveness of this Plan shall have been satisfied or waived (other than (i) the
requirement that the ordel entered by the FCC FCC Grant has become a Final Order in
connection with the condition set forth in Section 5.1 (e) of the Merger Agreement, and OJ) au
She requirement that the Confirmation Order has become a Final Order in connection with
the condition set forth in Section 5.l(h) o[tbe.Mergcr Agreement. and (iii) such conditions
that by their nature are to be satisfied on the Effective Date).

"Rights Offering Initial Record Date" means the date that is the record date to
determine which holders of Claims are entitled to vote on this Plan.

"Rights Offering Pro Rata Share" means, as to any Allowed Class 6 Claim, a
fraction, (i) the numerator of which is the amount of such Allowed Class 6 Claim as of the date of
determination and (ii) the denominator of which is the aggregate amount ofAllowed Class 6
Claims as of the Rights Offering Initial Record Date.

"Rights Offering Supplemental Record Date" means the Confirmation Date.

"Rights Reserve" means, as of the Rights Offering Initial Record Date, a number of
Rights equal to the product of (i) the total number ofRights, and (ii) a fraction, (A) the numerator
of which is the sum of the estimated aggregate amount of (x) Class 6 Claims that are Disputed
Claims and (y) Claims arising from the rejection of executory contracts and unexpired leases
pursuant to Section 3.1 that are anticipated to become Allowed Claims, such estimate to be
mutually agreed upon by the Debtors, the Committee and Arch, in good faith, or determined by
the Bankruptcy Court ifno such agreement can be reached, and (B) the denominator of which is
the sum of the estimated aggregate amount of (x) Class 6 Claims that are Disputed Claims, (y)
Claims arising from the rejection of executory contracts and unexpired leases pursuant to Section
3.1 that are anticipated to become Allowed Claims, such estimate to be mutually agreed upon by
the Debtors, the Committee and Arch, in good faith, or determined by the Bankruptcy Court if no
such agreement can be reached, and (z) all Allowed Class 6 Claims as of such date. as such
number ma,\, be adjusted pursuant to Section 4.1(B)(6).

"Schedules" means the joint Schedules of Assets, Liabilities and Executory
Contracts filed by the Debtors with the Clerk of the Bankruptcy Court for the District of
Delaware pursuant to Bankruptcy Rule 1007, as such schedules have been or may be amended or
supplemented by the Debtors from time to time.
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"Secured Claim" means a Claim that is secured by a Lien on, or interest in,
property ofany ofthe Debtors, or that is subject to setoffunder section 553 ofthe Code, but only
to the extent of the value of the Creditor's interest (directly or by enforceable subrogation) in the
Debtor's interest in such property, or to the extent of the amount subject to setoff, which value
shall be determined as provided in section 506(a) of the Code or as provided in this Plan.

"Securities Actions" means, collectively, the actions styled In re MobileMedia
Securities Litisation, No. 96-5723 (AJL) (D. N.J. 1996), AJlen T Gilliland Trust v Hellman &
Friedman Capital Partners II. L Pit et al , Civil Action No. 97-3543 (N.D. Cal. 1997) and Allen 1.
Gilliland Trust v Hellman & Friedman MobileMedia Partners L L C et ai, Case No. 989891
(Cal. Super. Ct. 1997).

"Semi-Annual Distribution Date" means the last Business Day ofeach June and
December after the Effective Date and prior to the Final Distribution Date; provided, that if the
Effective Date is within 60 days before the end of June or December, the first Semi-Annual
Distribution Date will be the last Business Day ofthe next succeeding June (if the Effective Date
is in December) or December (if the Effective Date is in June).

"Standby Purchase Commitment" means the various commitments ofthe Standby
Purchasers to purchase Hnits Arch Capital Shares in the event any Rights are not exercised in
the Rights Offering, as evidenced by the letters attached hereto as Exhibits B-1 through B.::Q, as
such letters may be amended from time to time.

"Standby Purchasers" means those creditors of the Debtors that have executed a
Standby Purchase Commitment.

"Subordinated Indemnification Obligation Claims" means Indemnification
Obligations that are rejected pursuant to Section 7. 5(A) and any Claims arising therefrom.

"Subordinated Indentures" means, collectively, the 93/8% Note Indenture and the
10112% Note Indenture.

"Subordinated Noteholder Claims" means all Claims arising under or relating to
the Subordinated Notes, the Subordinated Indentures and related agreements, other than Note
Litigation Claims.

"Subordinated Notes" means, collectively, the 93/8% Notes and the 10'l'2% Notes.

"Subsidiary Claim" means any Claim by a Debtor against another Debtor.

"Subsidiary Interest" means any Interest held by a Debtor in another Debtor,
including all options, warrants and other rights to purchase any such Interest in a Debtor held by
another Debtor.
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"Tower Sale Agreement" means the Purchase Agreement between the Debtors and
Pinnacle Towers Inc. dated July 7, 1998, as approved by the Bankruptcy Court on August 10,
1998, or as amended in accordance there\\1th and in accordance with the order of the Bankruptcy
Court.

"Unit" means (i) ifthele has not been a Rights O£Uring Adjustl11ent, (x) one AJeh Capital Share
and (y) o. of an AJeh 'Narrant and (ii) ifthele has been a Rights Offi:ling Adjustment, one AJeh
Capital Share.

"Unsecured Claim" means a Claim that is not an Administrative Claim, a Priority
Claim, a Priority Tax Claim or a Secured Claim.

"Voting Deadline" means that date set in an order of the Bankruptcy Court as the
deadline for the return ofBallots accepting or rejecting this Plan.

].2 Interpretation. For purposes of this Plan: (a) whenever from the context it
is appropriate, each term, whether stated in the singular or the plural, will include both the
singular and the plural; (b) unless otherwise provided in this Plan, any reference in this Plan to a
contract, instrument, release, indenture or other agreement or document being in a particular form
or on particular terms and conditions means that such document will be substantially in such form
or substantially on such terms and conditions; (c) unless otherwise provided in this Plan, any
reference in this Plan to an existing document or Exhibit means such document or Exhibit, as it
may have been or may be amended, modified or supplemented pursuant to this Plan; (d) unless
otherwise specified-herein, any reference to an entity as a holder ofa Claim includes that entity's
successors, assigns and affiliates; (e) unless otherwise specified, all references in this Plan to
Sections, Articles and Exhibits are references to Sections, Articles and Exhibits of or to this Plan;
(f) the words "herein" and "hereto" refer to this Plan in its entirety rather than to a particular
portion of this Plan; (g) captions and headings to Articles and Sections are inserted for
convenience of reference only and are not intended to be part of or to affect the interpretation of
this Plan; and (h) the rules of construction set forth in section 102 of the Code will apply.

].3 Computation of Time. In computing any period of time prescribed or
allowed by this Plan, the provisions ofBankruptcy Rule 9006(a) will apply.

ARTICLE II
CLASSIFICATION AND TREATMENT OF CLAIMS ASD INTERESTS

The following is a designation ofthe Classes ofClaims and Interests classified
under this Plan, and the treatment to be provided to each such Class.

A Claim or Interest shall be deemed classified in a particular Class only to the
extent that the Claim or Interest qualifies \\1thin the description of that Class and shall be deemed
classified in a different Class to the extent that any remainder of the Claim or Interest qualifies
within the description of such different Class. Administrative Claims and Priority Tax Claims
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have not been classified in accordance with section 1123(a)(1) of the Code, although the
treatment for such unclassified Claims is set forth below.

The treatment of and consideration to be provided on account ofClaims and
Interests pursuant to this Plan shall be in full settlement, release and discharge of such Claims and
Interests~ provided, that such discharge shall not affect the liability ofany other entity on, or the
property of any other entity encumbered to secure payment of, any such Claim or Interest, except
as otherwise provided in this Plan; and provided, further, that such discharge shall not affect the
Reorganized Debtors' obligations under and pursuant to this Plan. The treatment ofand
consideration to be provided to Allowed Claim and Interest holders in eac}) Class shall apply to all
of the Cases.

No Claim shall entitle the holder thereof to a distribution of cash or securities or to
other consideration pursuant to this Plan unless, and only to the extent that, such Claim is an
Allowed Claim.

UNCLASSIFIEP CLAIMS

2.1 Administrative Claims.

A. General. Subject to the provisions of Section 4 4(.-\) and unless
otherwise agreed by the holder of an Allowed Administrative Claim (in which event such other
agreement shall govern), each holder ofan Allowed Administrative Claim shall receive on account
of such Administrative Claim: (i) cash equal to the unpaid amount of such Allowed
Administrative Claim; or (ii) at the option of Reorganized Communications, payment in
accordance with the ordinary business terms of such Allowed Administrative Claim.

B. Statuto[}' Fees. On or before the Effective Date, Administrative
Claims for fees payable pursuant to section 1930 oftide 28 of the United States Code, 28 U.s.c.
§ 1930, as determined by the Bankruptcy Court at the Confirmation Hearing, will be paid in cash
in an amount equal to the amount of such Administrative Claims. All such fees payable after the
Effective Date will be assumed by the Reorganized Debtors.

C. Ordinary Course Liabilities. Administrative Claims based on
liabilities incurred by the Debtors in the ordinal)' course of their businesses will be assumed and
paid by Reorganized MCCA pursuant to the terms and conditions of the particular transaction
giving rise to such Administrative Claim, without any further action by the holders of such Claims.

D. Funding ofCertain Administrative Claims. Arch shall make
available to Reorganized Communications any monies necessary for Reorganized
Communications to make timely payment ofall Administrative Claims~ provided, that in the event
the sum of Capped Administrative Claims and the costs and expenses of the Standby Purchasers
as provided in the Standby Purchase Commitment exceeds $34,000,000, the number of Arch
Common Shares constituting the Creditor Stock Pool shall be reduced by a number of shares
equal to (i) the excess of the sum of (x) Capped Administrative Claims and (y) the costs and
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expenses of the Standby Purchasers as provided in the Standby Purchase Commitment over
$34,000,000, divided~ (ii) $25.315; and providesl••further, that in the event Arch effects the
Reverse StocK Split (as defined in tbc,Nerger Agreement). the number of Arcb Common
Shares constituting the Creditor Stock Poollhall...be adjusted as set forth in Section 8.18 of
the Nerger Agreement.

2.2 Priority Tax Claims. Unless otherwise agreed by the holder ofan Allowed
Priority Tax Claim (in which event such other agreement shall govern), each holder ofan Allowed
Priority Tax Claim against any of the Debtors shall, on the Effective Date, receive, at Arch's
option, either (a) cash equal to the amount of such Allowed Priority Tax Claim or (b) a
promissory note payable by Reorganized Communications in a principal amount equal to the
amount of such Allowed Priority Tax Claim on which interest shall accrue from and after the
Effective Date at the rate of 7% or such higher or lower rate as is determined by the Bankruptcy
Court to be appropriate under section 1129(a)(9)(C) of the Code and shall be paid semiannually in
arrears; the principal amount of the promissory note shall be paid in full on a date or dates six (6)
years after the date of assessment of such Allowed Priority Tax Claim. .

CLASSIFIED CLAIMS AGAINST A.l-...TD INTERESTS IN THE DEBTORS

2.3 Class] Claims (Priority Claims)

A. Classification. Class 1 consists of all Priority Claims against any of
the Debtors.

B. Allowance. Claims in Class 1 shall be allowed or disallowed in
accordance with Section 4.4(B) of this Plan and applicable provisions of the Code and
Bankruptcy Rules.

C. Treatment. Allowed Claims in Class 1 shall be paid in full in cash
on the later of the Effective Date and a date that is as soon as practicable after the date upon
which such Claim becomes an Allowed Priority Claim.

D. Impairment and Voting. Class 1 Claims are unimpaired and are not
entitled to vote on this Plan.

2.4 Class 2 Claims (Miscellaneous Secured Claims).

A. Classification. Class 2 consists of all Miscellaneous Secured Claims
against any of the Debtors, if any.

B. Nlowance. Claims in Class 2 shall be allowed or disallowed in
accordance with Section 4.4ffi) of this Plan and applicable provisions of the Code and
Bankruptcy Rules.
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C. Treatment. The legal, equitable and contractual rights to which
each holder ofan Allowed Claim in Class 2 is entitled shall be left unaltered or, at the option of
the Reorganized Debtors, shall be left unimpaired in the manner described in section 1124(2) of
the Code.

D. Impainnent and Voting. Class 2 Claims are unimpaired and are not
entitled to vote on this Plan.

2.5 Class 3 Claims (Customer Refund Claims).

A. Classification. Class 3 consists of all Customer Refund Claims
against any of the Debtors not otherwise classified in Class 1 or Class 2.

B. Allowance. Claims in Class 3 shall be allowed or disallowed in
accordance with Section 4.4(B) ofthis Plan and applicable provisions of the Code and
Bankruptcy Rules. .

C. Treatment. The legal, equitable and contractual rights to which
each holder of an Allowed Claim in Class 3 is entitled shall be left unaltered or, at the option of
the Reorganized Debtors, shall be left unimpaired in the manner described in section 1124(2) of
the Code.

D. Impairment and Votini. Class 3 Claims are unimpaired and are not
entitled to vote on this Plan.

2.6 Class 4 Claims (Claims arisini under or related to the 1995 Credit

A. Classification. Class 4 consists ofall Secured Claims against any of
the Debtors arising under or related to the 1995 Credit Agreement.

B. Allowance. Allowed Class 4 Claims shall consist of the following
unpaid obligations arising under the 1995 Credit Agreement, and shall be Allowed in an aggregate
amount equal to: (i) $649,000,000 minus the tkt To~el Sale Proceeds actually paid to the PIe­
Petition Agent on behalfof the holders ofAllowed Class 4 Claims $479,000,000; (ii) reasonable
accrued and unpaid commitment, letter of credit and similar fees under the 1995 Credit
Agreement, in an amount, as of the Petition Date, equal to $179,148.29, together with any such
amounts accrued after the Petition Date and unpaid as of the Effective Date; (iii) the unpaid,
reasonable costs and expenses of the Pre-Petition Agent, to the extent provided in the 1995 Credit
Agreement; and (iv) the unpaid, reasonable costs and expenses of the members of the Steering
Committee for the Pre-Petition Lenders, other than the Pre-Petition Agent, up to the aggregate
amount of $1,000,000. Adequate protection payments in connection with, and the costs and
expenses of the Pre-Petition Agent arising under, the 1995 Credit Agreement shall continue to be
paid in cash through the Effective Date at the rate and in the manner set forth under the DIP
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Approval Orders. Class 4 Claims shall not include interest accrued at the default rate under
Section 5.4(c) ofthe 1995 Credit Agreement or otherwise.

C. Treatment. Each holder of an Allowed Claim in Class 4 shall
receive, in full satisfaction of its Claim, cash equal to the amount of its Allowed Claim, payable in
accordance with Section 4.3(A).

D. Impairment and VQtinE. Class 4 Claims are impaired and are
entitled tQ VQte Qn this Plan.

2.7 Class 5 Claims (Claims arising under Qr related to the pial Page Notes).

A. ClassificatiQn. Class 5 cQnsists ofall Claims against any of the
Debtors arising under Qr related tQ the Dial Page NQtes, the Dial Page Indenture and related
agreements, Qther than NQte Litigation Claims.

B. AlIQwance. Class 5 Claims shall be Allowed Claims in the sum of:
(i) the outstanding principal amount of the Dial Page Notes~ (ii) unpaid interest Qn the Dial Page
NQtes accrued to the Effective Date calculated at the non-default rate set fQrth in the Dial Page
Notes~ and (iii) the unpaid reasonable fees and expenses Qfthe trustee fQr the Dial Page NQtes
incurred priQr tQ the PetitiQn Date, tQ the extent prQvided fQr in the Dial Page Indenture.

C. Treatment. Each hQlder Qf an AlIQwed Claim in Class 5 shall
receive, in full satisfaction Qf its Claim, cash equal tQ the full amQunt Qf it.s AlIQwed Claim,
payable in accordance with SectiQn 4.3(B).

D. Impairment and VQting. Class 5 Claims are impaired and are
entitled tQ VQte Qn this Plan.

2.8 Class 6 Claims (Non-Priorit\' Unsecured Claims).

A ClassificatiQn. Class 6 cQnsists Qf all NQn-PriQrity Unsecured
Claims against any Qfthe DebtQrs, including the SubQrdinated NQtehQlder Claims.

B. NIQwance. (i) Class 6 Claims Qther than SubQrdinated NQtehQlder
Claims and PersQnal Injury Claims shall be allQwed or disallowed in accordance with Section
4.4(B) and applicable provisions of the Code and Bankruptcy Rules, (ii) Subordinated Noteholder
Claims other than Claims of the indenture trustees under the Subordinated Indentures shall be
Allowed Claims in the sum of: (x) the outstanding principal amount (or outstanding accreted
principal amount, as the case may be) Qfthe SubQrdinated NQtes and (y) unpaid interest Qn the
Subordinated Notes accrued prior to the Petition Date calculated at the non-default rate set forth
in the Subordinated NQtes, (iii) Subordinated NQtehQlder Claims fQr the indenture trustees under
the Subordinated Indentures shall be Allowed Claims in an amount equal to the unpaid reasonable
fees and expenses of each such indenture trustee incurred prior to and after the Petition Date
through the Effective Date, to the extent provided for in the Subordinated Indentures, and (iv)
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Personal Injury Claims shall be liquidated and allowed or disallowed in the district court in which
the Cases are pending, or in the district court in the district in which the claim arose, as
determined by the district court in which the Cases are pending.

C. Treatment.

1. Each holder of an Allowed Claim in Class 6 (other than the
indenture trustees under the Subordinated Indentures) shall receive:

(a) for each holder of an Allowed Claim'as of the Rights
Offering Initial Record Date, from Arch on the Rights Offering
Commencement Date, its Rights Offering Pro Rata Share of the
Rights Offering Distribution Pool;

(b) for each holder of a Claim that becomes an Allowed Claim
after the Rights Offering Initial Record Date but before the Rights
Offering Supplemental Record Date, (i) from Arch, as soon as
practicable after the Rights Offering Supplemental Record Date, an
amount ofRights from the Rights Reserve equal to the amount of
Rights that would have been such holder's Rights Offering Pro Rata
Share of the Rights Offering Distribution Pool if such holder's
Claim had been an Allowed Claim as of the Rights Offering Initial
Record Date or, (ii) ifthe number ofRights in the Rights Reserve
on the Rights Offering Supplemental Record Date is insufficient to
make the distribution set forth in clause (i), from Arch, (x) its
ratable share (based on such holders' respective amounts of
Allowed Class 6 Claims) ofthe Rights in the Rights Reserve on
such date and (y) its Cash Equivalent of each Right (or portion
thereof) that would have been distributed pursuant to clause (i) if
sufficient Rights had been available in the Rights Reserve on the
Rights Offering Supplemental Record Date;

(c) from Arch on the Effective Date, if such holder has
exercised any or all of its Rights in accordance with the terms and
conditions thereof, for each Right so exercised, a-Hnit one Arch
Capital ~hare;

(d) for each holder of a Claim in Class 6 that is not Allowed as
ofthe Rights Offering Supplemental Record Date, from Arch,
instead of receiving any Rights, as soon as reasonably practical after
such Claim becomes an Allowed Claim (but no sooner than the
Effective Date), its Cash Equivalent;

(e) from the Exchange Agent (x) if such Claim is an Allowed
Claim on the Effective Date, on or as soon as practicable after the

::on:-'IAPCDOCS ~'E\\·YORK·8408~ I -19-



Effective Date, its Class 6 Pro Rata Share of the Creditor Stock
Pool or (y) if such Claim is not an Allowed Claim on the Effective
Date, on a later date after which the Claim is Allowed, its Class 6
Pro Rata Share of the Creditor Stock Pool; and

(f) from the Exchange Agent on the Final Distribution Date, its
Class 6 Adjusted Pro Rata Share of the Arch Common Shares
remaining in the Creditor Stock Pool, if any, on such date;
provided, that ifthere are fewer than 10,000 Arch Common Shares
remaining in the Creditor Stock Pool on the.Final Distribution Date,
no distribution will be made to holders of Allowed Class 6 Claims
on such date, and the Arch Common Shares remaining in the
Creditor Stock Pool on such date shall be returned to Arch and
become treasury shares.

2. In lieu of the foregoing treatment, any holder of a Claim in
Class 6 of$I,OOO $2,000 or less may elect, by marking the appropriate box on the Ballot sent to
such holder, to receive cash equal to 50% of its Allowed Claim, or, if such holder's claim is in
excess of$I,OOO $2,000, such holder may elect to have its Claim reduced to and Allowed at
$1,000 $2,000 and receive cash with respect to such reduced Claim in accordance with this
Section 2.8(C)(2).

3. On the Effective Date, the Reorganized Debtors shall pay to
the indenture trustees under the Subordinated Indentures cash equal to the amount offees and
expenses of the indenture trustees (including the reasonable fees and expenses of counsel retained
by the indenture trustees), in accordance with and to the extent provided for in the Subordinated
Indentures, whether incurred prior or subsequent to the Petition Date, v.ithout application by or
on behalf of the indenture trustees or their respective counsel to the Bankruptcy Court.

D. Impairment and Voting. Class 6 Claims are impaired and are
entitled to vote on this Plan.

2.9 Class 7 Claims (Note Litigation Claims).

A. Classification. Class 7 consists of all Note Litigation Claims against
any of the Debtors.

B. Treatment. The holders of Claims in Class 7 shall not be entitled to
receive or retain any property pursuant to this Plan on account of their Claims.

C. Impairment and Voting. Class 7 Claims are impaired and are
deemed not to have accepted this Plan.
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2.10 Class 8 Claims and Interests (Common Stock Claims and Interests and
Subordinated Indemnification Obliiation Claims).

A. Classification. Class 8 consists ofall Interests arising from or
related to the Common Stock, all Common Stock Claims and all Subordinated Indemnification
Obligation Claims against any of the Debtors.

B. Treatment. Interests in Class 8 shall be canceled, and the holders of
Claims and Interests in Class 8 shall not be entitled to receive or retain any property on account of
their Claims and Interests.

C. Impairment and VotiDa. Class 8 Claims and Interests are impaired
and are deemed not to have accepted this Plan.

2.11 Class 9 Claims and Interests (Subsidiary Claims and Interests).

A. Classification. Class 9 consists of all Subsidiary Claims and
Subsidiary Interests.

B. Treatment. The Interests in Class 9 shall be canceled, except that,
in accordance with Section 4.2(B), Reorganized Communications shall retain its Interests in
Reorganized MCCA, and the holders of Claims and Interests in Class 9 shall not be entitled to
receive or retain any property on account of such Claims and Interests.

C. Impairment and VotiDi~. Class 9 Claims and Interests are impaired
and are deemed not to have accepted this Plan.

ARTICLE III
TRIATMENT OF EXECUTORY CONTRACTS AND UNEXPIRED LEASES

3.1 Rejection No later than 25 days prior to the Voting Deadline, the
Debtors, at the direction of Arch, shall prepare a schedule of the executory contracts and
unexpired leases to be rejected on the Effective Date (the "Rejection Schedule"). The Rejection
Schedule shall be filed and served on each party to an executory contract or unexpired lease listed
thereon to be rejected by the Debtors no later than twenty days prior to the Voting Deadline. Any
claims for damages arising from the rejection of an executory contract or unexpired lease listed on
the Rejection Schedule must be filed by the Voting Deadline and shall be determined, if necessary,
at Confirmation. The Rejection Schedule may be amended from and after the Confirmation Date
for sixty days thereafter (but in no event after the Effective Date) by the Debtors at the direction
of Arch and with notice to any party to an executory contract or unexpired lease added to or
removed from such schedule. Any claims for damages arising from the rejection ofan executory
contract or unexpired lease rejected after the Confirmation Date pursuant to this Section 3.1 must
be filed within 20 days after receipt of notice of rejection of such contract. Any such Claims not
filed within the applicable 20-day period shall be barred and may not thereafter be asserted.
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3.2 Assumption.

A. Assumed Contracts. Each executory contract or unexpired lease of
the Debtors that has not expired by its own terms prior to the Effective Date, has not been
rejected during the Cases prior to Confirmation, is not subject to a notice of rejection and is not
rejected under this Plan shall, by the terms of this Plan, be assumed by Reorganized MCCA
pursuant to sections 365 and 1123(b)(2) ofthe Code on the Effective Date. All such assumed
contracts, unexpired leases, franchises and permits, and any contracts or unexpired leases assumed
by the Debtors by order of the Bankruptcy Court prior to the Confirmation Date, shall be vested
in and continue in effect for the benefit of the Reorganized Debtors.

B. Cure Payments and Release ofLiability. The Debtors shall, at least
twenty days prior to the Voting Deadline, file and serve on all parties to executory contracts and
unexpired leases to be assumed as of the Effective Date, and on the Pre-Petition Agent, the
Committee and Arch a schedule setting forth the amount of cure and compensation payments to
be provided by the Reorganized Debtors in accordance with section 365(b)(I) of the Code, which
schedule shall be acceptable to Arch. Objections to any such proposed cure payment must be
made by the Voting Deadline, and shall be determined, if necessary, at the Confirmation Hearing.
In the event the Debtors amend the Rejection Schedule pursuant to Section 3.1 after the
Confirmation Date to remove an executory contract or unexpired lease therefrom, the Debtors
shall, within five days after such amendment to the Rejection Schedule, file and serve on all
parties to executory contracts and unexpired· leases to be assumed as a result ofany such
Schedule amendment, and on the Pre-Petition Agent, the Committee and Arch, a supplemental
schedule setting forth the amount of cure and compensation payments to be provided by the
Reorganized Debtors in accordance with section 365(b)(l) ofthe Code, which supplemental
schedule of cure payments shall be reasonably acceptable to Arch. Objections to any proposed
cure payment set forth in the supplemental schedule must be made within 20 days after receipt
thereof A party to an assumed executory contract or unexpired lease that has not filed an
appropriate pleading with the Bankruptcy Court on or before the applicable 20-day period shall be
deemed to have waived its right to dispute such amount. All unpaid cure and compensation
payments under any executory contracts or unexpired leases that are assumed or assumed and
assigned under this Plan (including, without limitation, Claims filed in the Cases or listed in the
Schedules and Allowed by order of the Bankruptcy Court prior to the Confirmation Date that
relate to executory contracts or unexpired leases that are assumed or assumed and assigned under
this Plan) shall be made by the Reorganized Debtors as soon as practicable after the Effective
Date, but not later than thirty days after the Effective Date; provided, that, in the event of a
dispute regarding the amount of any cure and compensation payments, the Reorganized Debtors
shall make such cure and compensation payments as may be required by section 365(b)(I) of the
Code following the entry ofa Final Order resolving such dispute.

C. Continuation ofEmployment Aireements and Benefits
AiTeements. On the Effective Date, the Debtors shall assume pursuant to sections 365 and
1123(b)(2) of the Code the employment and benefit agreements set forth on Schedule 1.
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3.3 Post-Petition Contracts and Leases. All contracts and leases entered into
by the Debtors after the Petition Date, including (a) the Tower Sale Agreement and (b) the
Master Lease between Communications and Pinnacle Towers Inc. to be entered into pursuant to
the Tower Sale Agreement, but excluding the DIP Credit Agreement, shall be deemed assigned by
the Debtors to Reorganized MCCA on the Effective Date.

ARTICLE IV
IMPLEMENTATION OF PLAN

4.1 Actions OccurriDl~ Prior to the Effective Date.

A. Actions Occurring Before the Confirmation Date.

1. Rights Offering. Pursuant to the Merger Agreement, Arch
will commence the Rights Offering and the Arch Stockholder Rights Offering.

2. Standby Purchase Commitments. Each of the Standby
Purchasers has executed the Standby Purchase Commitment, copies ofwhich are attached hereto
as Exhibits B-1 through a:2.

B. Actions Occurring Between the Confirmation Date and the
Effective Date.

1. Management and Operation ofDebtors. After the
Confirmation Date and until the Effective Date, the Debtors shall be managed by substantially the
same personnel that managed and operated the Debtors on the Confirmation Date, subject to such
changes as may be determined by the Board ofDirectors of a Debtor in accordance with the
Bylaws and Articles or Certificate of Incorporation of such Debtor. During such period, the
Debtors will conduct their business in the usual, regular and ordinary course, in a manner
consistent with past practice, sound business practice and the terms of this Plan and the Merger
Agreement, and subject to their obligations as debtors-in-possession pursuant to the Code.

2. Continuation ofCommittee. The Committee shall continue
to exist after the Confirmation Date until the Effective Date with the same power and authority,
and the same ability to retain and compensate professionals, as it had prior to the Confirmation
Date, and shall be dissolved on the Effective Date.

3. Rights ofCreditors and Committee. Between the
Confirmation Date and the Effective Date, the Committee, the holders ofClaims against and
Interests in the Debtors and the indenture trustees for the Notes shall be parties-in-interest in all
proceedings in the Bankruptcy Court with the same rights to participate in such proceedings as
such persons had prior to Confirmation.
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4. Term QfIniunctions or Stays. All injunction Qr stays,
whether by operatiQn Qflaw or by order Qfthe Bankruptcy CQurt, provided for in the Cases
pursuant tQ sections i05 Qr 362 Qfthe CQde Qr Qtherwise that are in effect Qn the CQnfirmation
Date shall remain in full force and effect until the Effective Date.

5. Sale ofRiahts Reserve. Arch shall select an agent
independent QfArch (as such term is defined in Regulation M promulgated under the Securities
Exchange Act of 1934), which independent agent shall be reasonably acceptable to the Debtors
and the CQmmittee, to sell Rights frQm the Rights Reserve in the Qver-the-counter market on a
date or dates no more than five business days in advance Qfthe Rights Offering Expiration Date.
All proceeds derived from such sale shall be distributed to Arch.

6. Stock Split. If the Beyege Stock Split (as defined in tht
Merger Agreement> is effective orior to or simultaneously with .tlu; I;ffective pate. the
number of shares issued or issuable in the Rights Offering and the Arch Stockholder Rights
Qffering and the subscription price therefor. the number of shares specified in the
~finition of Creditor Stock Pool! the number of Rights in the Rights Reserve and the
number of shares of Arch Common Stock issual},le upon exercise of We Arch Participation
Warrants and the exercise price therefor shall be adjusted as set forth in Section 8.18 of the
Merger Agreement.

4.2 Actions Occurrini on the Effective Date.

A. Revestioi of Assets. Except as provided in this Plan, all property
of the estate, to the full extent of section 541 of the Code, and any and all other rights and assets
of the Debtors ofevery kind and nature shall, on the Effective Date of this Plan, revest in the
Reorganized Debtors free and clear ofall Liens, Claims and Interests other than mthose Liens,
Claims and Interests retained or created pursuant to this Plan and (iD Liens that have arisen
subsequent to the Petition Date on account of taxes that arose subsequent to the Petition
Date.

B. Merger. Effective as of the F.;fTective Date but immediately
prior to the discharge of the Debtors described in Section 6.1. each of the following
transactions s\1all occur in the order listed: (0 M211il.cl\l£dia shall contribute to the capital
of Communications all Subsidiary qaims that it hg',ds; (m Communications shill
contribute to the capital of each of its direct subsidiaries other than f'VS Radio. Inc. any
Subsidiary Claim that it holds against each such subsidiary; (iii> Communications shall
contribute to the capital of FWS Radio. Inc.. 50% of any Subsidiary Claim that it hQI~
against FWS Badio. Inc.; (iv) Communications shall contribute to the capital g,f MCCA all
Subsidian Claims that it holds against direct and indirect subsidiaries of'MCCA (whiS;h
includes any remaining Subsidiary Claim. against f'VS Radio, )nc.); (v) MCCA shall
contribute to the capital of each gf its direct subsidiaries other than MQbileComm Qf the
"""est. Inc. anx Subsidiary Claim that it holds against each such subsidian; (vi) MCCA
~hall contribute to the capital of MobileCQmm of the West. Inc. 89% of an}" Subsidian
Claim that it holds against MobileComm of the 'Vest, Inc.; (vii) MCCA shall contribute to
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lhe Slpi'.latMg~ileCommof tbe Ngrtheast. Ins. any remainipg Subsidiary C;;laim lhat it
bAlds against MabileCAmm gf the West. Ips. andM2~ileCommofJbc..Ngrtheast. Ins. sbll.l-!
in tum. contri~uteany such Subsidiary C;;laim against MAbilcCAmm A{ lhc Wnt. Inc. to
lhe SlpitalgfMpbiJeComm prlbe West. Inc.; and <Xiii> MCCA shall conlribute tp l~..e

capital at MAbileComm At She Soutbwest. Inc. any Subsidiary Clajm lhat it bAlds against
FWS BadiA' Ins. anqMabileC;;omm At 'be Sguthwest. Ins. shall. in tum. sontribute any
susb Sub5i~iaQlClaim against FWS RadiA. Ins. to the capitalg[ FWS Radio, Ins.

D. MeiSel. Effective as of the Effective Date but immediately following the discharge of the
Debtors described in Section 6 I, each of the following transactions shall occur in the order listed:
(i) MobileMedia shall contribute all of its assets to Communications and thereafter immediately
dissolve, at which time the separate corporate existence ofMobileMedia shall cease~ (ii)
Communications shall merge v.ith and into Merger Subsidiary, and the separate corporate
existence ofCommunications shall cease as contemplated by the Merger Agreement~ (iii) MCCA
shall merge with and into Delaware Subsidiary Co., a Delaware corporation originally a wholly
owned direct subsidiary of Communications and a wholly owned direct subsidiary ofMerger
Subsidiary as a result of the merger described in clause (ii) of this Section 4.2(B), and the separate
corporate existence ofMCCA shall cease; (iv) all wholly owned direct subsidiaries ofMCCA shall
be merged with and into Delaware Subsidiary Co. (as successor to MCCA); (v) Merger
Subsidiary (as successor to Communications) shall contribute its interest in the common stock of
FWS Radio, Inc. to Delaware Subsidiary Co. (as successor to MCCA), and FWS Radio, Inc. shall
then be merged with and into Delaware Subsidiary Co. (as successor to MCCA); (vi)
MobileComm ofthe West, Inc., a wholly owned direct subsidiary ofDelaware Subsidiary Co. (as
successor to MCCA) as a result of the mergers described in clause (iv) of this Section 4.2(B),
shall be merged with and into Delaware Subsidiary Co. (as successor to MCCA)~ (vii) Dial Page
Southeast, Inc., MobileMedia Communications, Inc. (California), MobileMedia DP Properties,
Inc., MobileMedia Paging, Inc., MobileMedia PCS, Inc. and Radio Call Co. of Virginia, Inc., all
wholly o\\rned direct subsidiaries of Merger Subsidiary (as successor to Communications) shall be
merged with and into Delaware Subsidiary Co. (as successor to MCCA); (viii) Merger Subsidiary
shall transfer its assets (other than its shares ofDelaware Subsidiary Co.) to Delaware Subsidiary
Co.~ and (ix) Delaware Subsidiary Co. shall organize License Co. L.L.C. as a wholly owned
limited liability company ofDelaware Subsidiary Co. and shall transfer the Licenses then held by it
to License Co. L.L.c. It is anticipated that License Co. L.L.C. will be taxed as a branch of
Delaware Subsidiary Co. Notwithstanding the foregoing, Arch and the Reorganized Debtors
retain their right to make such changes in the post-Effective Date corporate structure ofArch and
the Reorganized Debtors as is determined in the business judgment of Arch and Reorganized
Communications.

C. Amended Certificates of Incorporation and Corporate Governance.

1. Certificates of Incorporation. As of the Effective Date,
each Reorganized Debtor's Certificate ofIncorporation shall comply with section 1123(a)(6) of
the Code.
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2. Bylaws. As of the Effective Date, the bylaws of
Reorganized Communications shall be the same as the bylaws ofthe Merger Subsidiary as in
effect immediately prior to the Effective Date (except that the name of the corporation set forth
therein shall be changed to "MobileMedia Communications, Inc. "), and the bylaws ofReorganized
MCCA shall be the same as the by laws ofDelaware Subsidiary Co. as in effect immediately prior
to the Effective Date (except that the name of the corporation set forth therein shall be changed to
"Mobile Communications Corporation of America"). Each Reorganized Debtor's Bylaws will be
effective as of the Effective Date.

3. Corporate Governance. The direetQrs and officers of each
Debtor shall continue to serve in such capacities until the Effective Date. As of the Effective
Date, the directors and officers ofeach Debtor that is not a Reorganized Debtor will be
terminated, the directors and officers of Merger Subsidiary immediately prior to the Effective
Date shall become the directors and officers ofReorganized Communications, the directors of
Merger Subsidiary immediately prior to the Effective Date shan become the directors of
Reorganized MCCA and the officers ofDelaware Subsidiary Co. immediately prior to the
Effective Date shall become the officers ofReorganized MCCA. The Debtors shall file with the
Bankruptcy Court no later than ten (10) Business Days prior to the Voting Deadline a statement
setting forth the office, the names and affiliations of, and the compensation proposed to be paid
to, the indhiduals intended to serve as directors and officers ofeach Reorganized Debtor, as well
as of Arch, on and after the Effective Date. On and after the Effective Date, each Reorganized
Debtor shall be governed in accordance with such Reorganized Debtor's Certificate of
Incorporation and such Reorganized Debtor's Bylaws.

4. Amendmems after the Effective Date. After the Effective
Date, each Reorganized Debtor's Certificate of Incorporation, each Reorganized Debtor's Bylaws
and the officers and directors ofeach Reorganized Debtor shall be subject to such amendments or
changes as may be made by law, or by such Reorganized Debtor's Certificate ofIncorporation or
such Reorganized Debtor's Bylaws.

5. Estate Representative. Within 15 days after the
Confirmation Date, the Committee shall designate a person, subject to Arch's and the Debtors'
consent (which consent shan not be unreasonably withheld) (the "Estate Representative"), who
shall be responsible for the winding up of the Debtors' estates after the Effective Date. The Estate
Representative shall have the authority to hire counsel and other advisors, to prosecute and settle
Disputed Claims, to oversee distributions by the Exchange Agent, to pursue any preserved Causes
of Action and otherwise to effect the closing of the Cases. The Estate Representative shall be
reimbursed for all reasonable expenses incurred in the performance of his or her duties as Estate
Representative by Arch based on a monthly budget to be submitted to Arch no later than ten
Business Days prior to the end of each month after the Effective Date for the succeeding month,
which Budget shall set forth in reasonable detail the proposed activities to be undertaken by the
Estate Representative during such month and the estimated costs and expenses therefor. If Arch
does not object to such Budget within five Business Days after receipt thereof, it shall be the final
budget for such month. At least once every calendar quarter, the Estate Representative shall
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report to Arch on the material activities taken in the prior quarter and to be taken in the
succeeding quarter, which activities shall be reasonably acceptable to Arch.

D. CanceHatiQn QfStQck. On and as of the Effective Date, the·
Common Stock, and each share of capital stock of each Debtor other than MobileMedia not
owned, beneficially and ofrecord, by MobileMedia or one ofthe other Debtors, shall be canceled
and rendered null and void.

4.3 DistributiQns Qccurring Qn and After the Effective Date.

A. Distributions to Holders of Allowed Class 4 Claims. The cash
distribution to be made to the holders of Allowed Class 4 Claims shall be made by wire transfer by
Arch on the Effective Date or the first Business Day thereafter to the Pre-Petition Agent, which
shall, subject to the rights of the Pre-Petition Agent, ifany, against the other holders of Allowed
Class 4 Claims under the 1995 Credit Agreement, promptly transmit to each such holder its Pro
Rata Share of the cash provided by Arch; provided, that, if requested by a Standby Purchaser in
writing at least two days priQr to the Effective Date, any cash to be distributed to the Standby
Purchaser Qn account ofsuch Standby Purchaser's Allowed Class 4 Claim shall, in accordance
with the instructions included in such written request, be applied on behalf of the Standby
Purchaser first to the payment ofany amounts required to be paid by such Standby Purchaser in
accordance with its Standby Purchase Commitment.

B. Distributions to Holders ofDial PaGe Notes.

1. Exchange ofNotes. The cash distribution to be made to the
holders of Allowed Class 5 Claims shall be made by Reorganized Communications to the Dial
Page Indenture Trustee on the Effective Date or the first Business Day thereafter, which shall,
subject to the rights of such Dial Page Indenture Trustee as against holders of the Dial Page Notes
under the Dial Page Indenture, transmit, upon surrender by a holder of its Dial Page Notes, the
cash to which such holder is entitled under Section 2. 7(C). The reasQnable fees and expenses of
the Dial Page Indenture Trustee incurred solely in connection with making such distributions,
unless otherwise paid hereunder, shall be paid by Reorganized Communications to the extent so
required by the Dial Page Indenture or as otherwise agreed between Reorganized
Communications, the Dial Page Indenture Trustee and Arch, and in any case subject to required
approvals of the Bankruptcy Court, if any.

2. Lost Notes. If a holder ofa Dial Page Note is unable to
surrender such Note because it has been destroyed, lost or stolen, such holder may receive a
distribution with respect to such Note upon request to the Dial Page Indenture Trustee in an
acceptable form with: (i) proof of such holder's title to such Note; (ii) proof of the destructiQn or
theft of such Note, or an affidavit to the effect that the same has been lost and after diligent search
cannot be found; and (iii) such indemnification as may reasonably be required by the Reorganized
Debtors to indemnify Arch, the Reorganized Debtors, the Dial Page Indenture Trustee and all
other persons deemed appropriate by the Reorganized Debtors, against any loss, action, suit or

::OD~fA'·PCDOCS:-'"EWYORK 84082 1 -27-



other claim whatsoever that may be made as a result of such holder's receipt ofa distribution on
account of such Dial Page Note under this Plan.

C. DistributiQns frQm Arch. Arch will distribute tQ each hQlder Qf an
AlIQwed Class 6 Claim and each Standby Purchaser that exercised its Rights in accordance with
the terms thereQf(and, in the case of the Standby Purchasers, in accQrdance with the terms Qfthe
Standby Purchase CQmmitment), on the Effective Date, for each Right so exercised, the Arch
Common Shares or Arch Class B Shares, as applicable, and, ifno Rights Offeting Adjostment
shall have occoued, Ateh \Va1lants togethel comprising the Units subscribed for. Arch will
distribute to each hQlder of an AlIQwed Class 6 Claim that was not Allowed as of the Rights
Offering Supplemental RecQrd Date, as soon as practicable after such Claim is Allowed (but nQ
sooner than the Effective Date), its Cash Equivalent, as provided in Section 2.8(C)O )(d). In the
event the exercise ofRights and the purchase of the Units Arch Common Shares would cause (i)
any "person" or "group" (as such terms are used in SectiQn 13(d) and 14(d) of the Securities and
Exchange Act of 1934) or (ii) the Standby Purchasers collectively, on the Effective Date, in the
aggregate, to beneficially own, within the meaning Qf Section 13(d)(3) of the Securities Exchange
Act of 1934 and Rule 13d-3 and 13d-5 promulgated thereunder (except that a Person shall be
deemed to have beneficial ownership of all securities that such Person has the right to acquire,
whether such right is exercisable immediately or only after the passage of time), (a) more than
49.0% of the number of shares of the capital stock of Arch generally entitled to vote in the
election of directors or (b) more than 49.0% of the total voting power of the capital stock of
Arch, then, the "person" or "group" or the Standby Purchasers, shall receive in lieu of the Arch
Common Shares incloded in 50th Units, Arch Class B Common Shares such that (x) such
"person" or "group" or (y) the Standby Purchasers collectively, on the Effective Date, in the
aggregate, beneficially own, within the meaning of Section 13(d)(3) of the Securities Exchange
Act of 1934, and Rule 13d-3 and 13d-5 promulgated thereunder (except that a Person shall be
deemed to have beneficial ownership of all securities that such Person has the right to acquire,
whether such right is exercisable immediately or only after the passage oftime), (i) no more than
49.0% ofthe number of shares of the capital stock of Arch generally entitled to vote in the
election of directors and (ii) no more than 49.0% of the total voting power of the capital stock of
Arch on the Effective Date. For purposes of calculating the percentages referred to above, it will
be assumed that no additional Class 6 Claims are Allowed after the Effective Date and all of the
Arch Common Shares in the Creditor StQck Pool are distributed to the Allowed Class 6 Claims as
of the Effective Date.

D. Distributions frQm the Exchanse Asent. On the Effective Date,
Arch will deliver to the Exchange Agent a certificate, in the name of the Exchange Agent, for the
number of Arch Common Shares comprising the Creditor Stock Pool. Distributions to the
holders of Allowed Class 6 Claims other than on account of the Rights, on the Effective Date and
thereafter, shall be made by the Exchange Agent on behalfof Reorganized Communications from
the Arch Common Shares evidenced by the certificate so delivered by Arch.

1. Holders of the Subordinated Notes. As soon as practicable
after the Effective Date, Reorganized Communications shall cause the Exchange Agent to send a
notice and a transmittal form (which shall specify that delivery shall be effected and risk ofloss
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and title to the Subordinated Notes shall pass, only upon delivery ofthe Subordinated Notes to
the Exchange Agent, and shall be in such form and have such other reasonable provisions as Arch
may reasonably specify) to each holder ofa Subordinated Note advising such holder of the
effectiveness of the Merger and this Plan and the procedure for surrendering to the Exchange
Agent such Subordinated Note in exchange for the Arch Common Shares issuable to it pursuant
to Section 2 8(C).

Commencing on the Effective Date, the Exchange Agent shall distribute to each
holder of an Allowed Claim that constitutes a Subordinated Noteholder Claim, upon proper
surrender of its Subordinated Notes, its Pro Rata Share of the Creditor Stock Pool. Thereafter,
on each Semi-Annual Distribution Date, distributions ofa holder's Pro Rata Share of the Creditor
Stock Pool shall be made to the holders ofAllowed Class 6 Claims that constitute Subordinated
Noteholder Claims who have surrendered their Subordinated Notes since the preceding Semi­
Annual Distribution Date (or, with respect to the first Semi-Annual Distribution Date, since the
Effective Date). Final distributions of Arch Common Shares shall be made on the Final
Distribution Date to each holder ofan Allowed Class 6 Claim constituting a Subordinated
Noteholder Claim based on its Class 6 Adjusted Pro Rata Share of the remaining shares in the
Creditor Stock Pool (subject to Section 2.8(C)(1)(0).

In the event of a transfer of ownership of Subordinated Notes that is not registered
on the transfer records of the indenture trustee for such Subordinated Notes, the securities to be
distributed may be distributed to a transferee of the Subordinated Notes if an executed letter of
transmittal in form satisfactory to the Exchange Agent is presented to the Exchange Agent,
accompanied by such documents as are required to evidence and effect such transfer and by
evidence that any applicable transfer taxes have been paid.

After the Effective Date, there shall be no further registration of transfers on the
record books ofReorganized Communications of the Subordinated Notes outstanding prior to the
Effective Date. If, after the Effective Date, the Subordinated Notes are presented to Reorganized
Communications for any reason, they shall be canceled and exchanged as provided in this Section
43(D)(1).

If any Arch Common Shares are to be issued in the name ofa person other than
the person in whose name the Subordinated Note surrendered in exchange therefor is registered, it
shall be a condition to the issuance ofsuch Arch Common Shares that (i) the Subordinated Note
so surrendered shall be transferable, and shall be properly assigned and endorsed, (ii) such transfer
shall otherwise be proper and (iii) the person requesting such transfer shall pay to the Exchange
Agent any transfer or other taxes payable by reason of the foregoing or establish to the
satisfaction ofthe Exchange Agent that such taxes have been paid or are not required to be paid.
Notwithstanding the foregoing, neither the Exchange Agent nor any Person shall be liable to a
holder of Subordinated Notes for any Arch Common Shares issuable to such holder pursuant to
Section 2 8(C) that are delivered to a public official pursuant to applicable abandoned property,
escheat or similar laws.
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No dividends or other distributions that are payable to the holders of record of
Arch Common Shares as of a date on or after the Effective Date shall be paid to holders of
Allowed Class 6 Claims entitled to receive Arch Common Shares pursuant to SectiQn 2.8CC) until
such hQlders surrender their SubQrdinated NQtes in accQrdance with this SectiQn 4 3(D)(1). UpQn
such surrender, Arch shall pay Qr deliver tQ the perSQns in whQse name the certificates
representing such Arch Common Shares are issued any dividends·Qr other distributiQns that have
been paid Qr are payable to the hQlders Qf record ofArch CommQn Shares as Qf a date on or after
the Effective Date and which were paid or delivered between the Effective Date and the time of
such surrender; provided, that no such person shall be entitled to receive any interest on such
interest payments, dividends Qr other distributiQns.

If a hQlder Qf a SubQrdinated NQte is unable tQ surrender such NQte because it has
been destroyed, lQst or stQlen, such hQlder may receive a distributiQn with respect tQ such NQte
upQn request tQ the Exchange Agent in an acceptable fQnn with: (i) prQof Qf such hQlder's title tQ
such NQte; (ii) prQQf Qf the destructiQn Qr theft Qf such NQte, Qr an affidavit tQ the effect that the
same has been lQst and after diligent search cannQt be found; and (iii) such indemnificatiQn as may
reasonably be required by the Reorganized Debtors to indemnify Arch, the Reorganized Debtors,
the Exchange Agent and all Qther persQns deemed appropriate by the Reorganized Debtors
against any IQss, actiQn, suit Qr other claim whatsQever that may be made as a result Qf such
hQlder's receipt Qf a distribution on account Qf such Subordinated NQte under this Plan.

2. Holders of Nlowed Class 6 Claims Qther than the
Subordinated Noteholder Claims. On the Effective Date, the Exchange Agent shall distribute tQ
each hQlder Qf an Effective Date AlIQwed Claim Qther than a Subordinated Noteholder Claim its
Class 6 Pro Rata Share Qfthe CreditQr StQck PQQl. Thereafter, on each Semi-Annual DistributiQn
Date, distributions Qf a hQlder's PrQ Rata Share of the Creditor StQck PQol shall be made tQ each
hQlder Qf a Class 6 Claim Qther than a Subordinated Noteholder Claim whose Claim has been
Allowed (as certified by the Estate Representative to the Exchange Agent) since the preceding
Semi-Annual DistributiQn Date (or, with respect to the first Semi-Annual DistributiQn Date, since
the Effective Date) Final distributions of Arch CommQn Shares shall be made on the Final
DistributiQn Date to each holder Qf an Allowed Class 6 Claim other than a SubQrdinated
NQteholder Claim based Qn its Class 6 Adjusted Pro Rata Share of any shares remaining in the
Creditor Stock PQol (subject to SectiQn 2.8(Cl(l leO).

3. FractiQnallnterests The Arch Capital Shares shall be
issued and distributed in whole shares, and nQt in fractional shares. To the extent that any hQlder
WQuid be entitled tQ a fractiQnal Arch Capital Share but fQr this provision, such holder shall, at
Arch's QptiQn, (i) be paid by ReQrganized CQmmunicatiQns cash in an amQunt equal tQ the fractiQn
Qf said share multiplied by the price Qf an Arch Capital Share Qn the Effective Date, Qr (ii) receive
the number ofwhQle shares determined by rounding up tQ the next whole number of shares. Arch
Participation Warrants shall be issued and distributed in whQle units, and not in fractional units.
TQ the extent that any hQlder WQuld be entitled tQ a fractional Arch Participation Warrant but fQr
this prQvision, such hQlder shall receive the number QfwhQle warrants detennined by rounding up
or down tQ the next whQle number of warrants. FQr purpQses Qfthis SectiQn 4.3(0), hQlders of

::OD~IAPCDOCS~"E\\'YORK840821 -30-



Allowed Claims under or evidenced by the Notes shall, in the case ofNotes held in street name,
mean the beneficial holders thereof

E. Undeliverable Distributions.

1. Method ofDistribution. All property under this Plan to be
distributed by mail shall be sent to the latest mailing address filed of record with the Bankruptcy
Court for the party entitled thereto or, if no such mailing address has been so filed, the mailing
address reflected in the Schedules or, in the case of the holder ofNotes, to the latest mailing
address maintained of record by the pertinent indenture trustee or, ifno mailing address is
maintained of record, to the pertinent indenture trustee.

2. Holdini and Investment ofUndeliverable Distributions. If
any Allowed Claim holder's distribution is returned to the Debtors, Reorganized Debtors, Arch or
the Exchange Agent as undeliverable, no further distributions will be made to such holder unless
the Debtors, Reorganized Debtors, Arch or the Exchange Agent, as applicable, are notified in
writing of such holder's then-current address. Undeliverable distributions will remain in the
possession of the Debtors, Reorganized Debtors, Arch or the Exchange Agent, as applicable,
pursuant to this Section 4 3(E)(2) until such time as a distribution becomes deliverable.
Undeliverable cash will be held in a segregated bank account in the name of the Reorganized
Debtors for the benefit of the potential claimants of such funds and, until such time as such cash
becomes property of Arch pursuant to Section 4.3(E)(4), such cash will not constitute property of
Arch. The Reorganized Debtors will invest any undeliverable cash in a manner consistent with the
Reorganized Debtors' investment and deposit practices. Undeliverable shares of newly-issued
Arch Common Shares will be held by the Exchange Agent for the benefit of the potential
claimants of such securities until the expiration of the time period set forth in Section 4 3(E)(4).

3. After Distributions Become Deliverable. On each Semi-
Annual Distribution Date and on the Final Distribution Date, the Debtors, Reorganized Debtors,
Arch or the Exchange Agent, as applicable, will make all distributions that have, prior to such
date, become deliverable to holders of Allowed Claims. Each such distribution will include, to the
extent applicable, dividends or other distributions, if any, that would have been paid in respect of
the shares of Arch Common Shares or Arch Class B Common Shares distributed to such holder
from the Effective Date through the date of such distribution (without any interest thereon).

4. Undistributed Property. Any property that remains
undeliverable to the holders ofAllowed Claims as ofthe later of the Final Distribution Date and
the date that is two years after the Effective Date shall be delivered to, and become the property
of, Arch.

F. Compliance with Tax ReQuirements.

1. In connection with this Plan, to the extent applicable, the
Reorganized Debtors will comply with all tax withholding and reporting requirements imposed on
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them by any governmental unit, and all distributions pursuant to this Plan that may be necessary or
appropriate to comply with such withholding and reporting requirements.

2. Notwithstanding any other provision ofthis Plan, each
entity that has received any distribution pursuant to this Plan will have sole and exclusive
responsibility for the satisfaction and payment ofany tax obligation imposed by any governmental
unit, including income, withholding and other tax obligations, on account of such distribution.

4.4 Procedure For Determination ofClaims and Interests.

A. Bar Date For Administrative Claims.

1. All applications for compensation of professional persons
employed by the Debtors or the Committee pursuant to orders entered by the Bankruptcy Court
and on account of services rendered prior to the Confirmation Date and all other requests for
payment of administrative costs and expenses incurred prior to the Confirmation Date pursuant to
sections 507(a)(I) or 503(b) of the Code (except for claims for taxes, trade debt and customer
deposits and credits incurred in the ordinary course ofbusiness after the Petition Date) shall be
served on the Reorganized Debtors, the DIP Agent, the Pre-Petition Agent, the Committee and
Arch, and filed with the Bankruptcy Court, no later than 15 days after the Confirmation Date.
Any such claim that is not filed and served within this time shall be forever barred. Objections to
any such application must be filed within ·15 days after receipt thereof; provided, that Arch shall
have no right to object to any such application for professional fees. From and after the hearing
on such applications, the Debtors (or the Reorganized Debtors if the hearing is after the Effective
Date) shall be authorized to pay all of its and the Committee's professionals in full based on
monthly statements delivered to the Debtors subject to the final hearing described in Section
44(A)(2).

2. All applications for final compensation of professional
persons employed by the Debtors or the Committee pursuant to orders entered by the Bankruptcy
Court and on account of services rendered on or after the Confirmation Date and prior to the
Effective Date and all other requests for payment of administrative costs and expenses incurred on
or after the Confirmation Date and prior to the Effective Date pursuant to sections 507(a){l) or
503(b) ofthe Code (except for claims for taxes, trade debt and customer deposits and credits
incurred in the ordinary course of business after the Petition Date) shall be served on the
Reorganized Debtors, the DIP Agent, the Pre-Petition Agent, the Committee and Arch, and filed
with the Bankruptcy Court, no later than 15 days after the Effective Date. Any such claim that is
not served and filed within this time shall be forever barred. Objections to any such application
must be tiled within 15 days after receipt thereof; provided, that Arch shall have no right to object
to any such application for professional fees.

B. Objections To Claims.

1. Objections to any Administrative Claim (other than
Administrative Claims governed by Section 44(A) and to any other Claim (other than Class 6
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Claims governed by the next sentence ofthis Section 4 4(B)(1» must be filed no later than the
Effective Date. Objections must be filed no later than the Rights Offering Commencement Date
as to any Class 6 Claim other than 00 Class 6 Claims relating to the rejection ofexecutory
contracts or unexpired leases pursuant to this Plan, as to wbk)ulbjections must bC,!iI.£d as srt
forth in Section 3,I and ly) gass 6 "aims as to whish a ArooUe claim is fllW Ifter t~
Bi&hts aaering Commencement Plte. 85 to wl!im.abjestiops must IlsJilcllby tll£JlIectivs
Date. Objections shall be served on the holder ofany Claim being objected to and counsel for
each of Arch, the Pre-Petition Agent, the DIP Agent and the Committee. No distribution shall be
made on account ofany Claim that is not Allowed. To the extent any property is distributed to an
entity on account of a Claim that is not an Allowed Claim, such property shall be held in trust for
and shall promptly be returned to the Reorganized Debtors.

2. On and after the Effective Date, only the Estate
Representative shall have authority to continue to prosecute, settle or withdraw objections to
Claims. After the Effective Date, the Estate Representative shall be entitled to compromise or
settle any Disputed Claim without seeking approval of the Bankruptcy Court. The Estate
Representative shall be paid subject to the budget described in Section 4 2(C)(5), but without
seeking approval of the Bankruptcy Court.

3. To the extent that a Disputed Claim ultimately becomes an
Allowed Claim, payments and distributions on account of such Allowed Claim shall be made in
accordance with the provisions of this Plan governing the Class of Claims to which such Claim
belongs. As soon as practicable after the date that the order or judgment of the Bankruptcy Court
allowing such Claim becomes a Final Order, any property that would have been distributed prior
to the date on which a Disputed Claim becomes an Allowed Claim shall be distributed, together
with any dividends, payments or other distributions made on account of such property from the
date such distributions would have been due had such Claim then been an Allowed Claim to the
date such distributions are made (without any interest thereon).

4.5 Issuance of Arch Capital Shares. On and as of the Effective Date, Arch
will issue the Arch Common Shares and, if applicable pursuant to Section 4.3(C), Arch Class B
Common Shares to be distributed to the holders of Allowed Class 6 Claims, to all persons that
exercised Rights and, if applicable, the Standby Purchasers.

4.6 Issuance ofWarrants. On and as of the Effective Date, Arch will issue;-as
applicable, the Jdch \Yallants or the Arch Participation Warrants, as contemplated by this Plan,
the Rights, the Standby Purchase COllfinilment Commitments and the Merger Agreement.

4.7 Issuance ofRights. On and as of the Rights Offering Commencement
Date, Arch will issue the Rights, as contemplated by this Plan and the Merger Agreement. On
and as of the Arch Stockholder Rights Offering Commencement Date, Arch will issue the Arch
Stockholder Rights, as contemplated by this Plan and the Merger Agreement.
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4.8 Exemption from Securities Laws. All notes, instruments, stock and other
securities distributed pursuant to this Plan (other than the Rights and the Units) are entitled to the
benefits and exemptions provided by section 1145 of the Code.

4.9 Registration Rights Agreement. Each Person (other than the Standby
Purchasers) that, as a result of the transactions contemplated by t,us Plan, becomes the beneficial
owner (within the meaning of Section 13(d)(3) of the Securities Exchange Act of 1934) of at least
10% ofthe outstanding Arch Capital Shares, shall be entitled to become a party to the
Registration Rights Agreement.

4. 10 Effectuating Documents' Further Transactions; Exemption From Certain
Transfer Taxes. The ChiefExecutive Officer, President, ChiefFinancial Officer or any Vice
President ofReorganized Communications or the Debtors, or such other persons as the
Bankruptcy Court may designate at the request of the Debtors, will be authorized to execute,
deliver, file or record such contracts, instruments, releases, indentures and other agreements or
documents and take such actions as may be necessary or appropriate to effectuate and implement
the provisions of this Plan. The Secretary or any Assistant Secretary of each Debtor or the
Reorganized Debtors or such other persons as the Bankruptcy Court may designate at the request
of the Debtors will be authorized to certify or attest to any of the foregoing actions.

Pursuant to section 1146(c) of the Code (a) the issuance, transfer or
exchange of Arch Capital Shares, (b) the creation of any mortgage deed or trust or other security
interest and (c) the making of any agreement or instrument in furtherance of, or in connection
with, this Plan, including any merger agreements, agreements of consolidation, restructuring,
disposition, liquidation or dissolution, deeds, bills of sale, or assignments executed in connection
with the Merger Agreement, will not be subject to any stamp, real estate transfer tax or similar
tax.

4. 11 Release of Securit~7 Interests. Within ten Business Days after the
Confirmation Date, the Pre-Petition Agent shall deliver to Communications UCC-3 termination
statements and such other documents as are reasonably requested by Communications to evidence
the termination of the security interests granted to the Pre-Petition Agent to secure amounts
outstanding under the 1995 Credit Agreement, which statements and other documents shall be
held by Communications in escrow and released for filing only upon receipt by the Pre-Petition
Agent of the distribution provided for in Section 4.3(A).

ARTICLE V
CONDITIONS TO EFFECTIVE DATE

5.1 Conditions to Occurrence ofEffective pate. Each of the foHowing is a
condition to the Effective Date:

A. That the Confirmation Order has been entered by the Bankruptcy
Court, more than ten (10) days have elapsed since the Confirmation Date, no stay of the
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Confirmation Order is in effect and the Confirmation Order has not been reversed, modified or
vacated;

B. That all conditions to the Closing under the Merger Agreement
(other than the condition set forth in Section 5.10) of the Merger Agreement) have been satisfied.
or waived by the party entitled thereto, and the Merger shall occ~r as contemplated by Section
4 2()3)lii); and

C. The commitments under the DIP Credit Agreement shall have
terminated, all amounts owing under or in respect of the DIP Credit Agreement shall have been
paid in full in cash and any outstanding letters ofcredit issued under and in connection with the
DIP Credit Agreement or the 1995 Credit Agreement shall have been terminated or satisfied, or
the Debtors shall have provided cash collateral therefor in accordance with the terms ofthe DIP
Credit Agreement or the 1995 Credit Agreement, as applicable.

5.2 Effect ofNon-occurrence of Conditions to the Effectjve Date. If the
Merger Agreement is terminated in accordance with its terms, then the Confirmation Order shall
be vacated by the Bankruptcy Court unless the Debtors, Arch or the Committee files a motion
opposing the vacation of the Confirmation Order within ten Business Days after termination of the
Merger Agreement. The Confirmation Order may not be vacated after all the conditions to the
Effective Date have either occurred or been waived.

5.3 Non-consensual Confirmation. Because Classes 7,8 and 9 are deemed not
to have accepted this Plan pursuant to section 1126(g) of the Code, as to such Classes and any
other Class that votes to reject this Plan, the Debtors are seeking confirmation of this Plan in
accordance with section 1129(b) of the Code either under the terms pro'vided herein or upon such
terms as may exist if this Plan is modified in accordance Volith section 1127(d) of the Code. In the
event Class 4 votes to reject this Plan, the Debtors, the Committee and Arch each reserves the
right to contest all or any portion of the amount of the Allowed Class 4 Claims as set forth in
Section 26(B).

ARTICLE VI
DISCHARGE, TERMINATION, INJUNCTION AND SUBOBDINATION RIGHTS

6.1 Dischar~e of Claims and Iennination of Interests.

A Except as provided in the Confirmation Order, the rights afforded
under this Plan and the treatment ofClaims and Interests under this Plan will be in exchange for
and in complete satisfaction, discharge and release of all Claims and satisfaction or termination of
all Interests, including any interest accrued on Claims from the Petition Date. Except as provided
in this Plan or the Confirmation Order, Confirmation will, as of the Effective Date: (i) discharge
the Debtors from all Claims or other debts that arose before the Effective Date, and all debts of
the kind specified in sections 502(g), 502(h) or 502(i) of the Code, whether or not (x) a proof of
claim based on such debt is filed or deemed filed pursuant to section 501 of the Code, (y) a Claim
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based on such debt is allowed pursuant to section 502 of the Code, or (z) the holder ofa Claim
based on such debt has accepted this Plan and (ii) satisfy or terminate all Interests and other rights
ofequity security holders in the Debtors.

B. As of the Effective Date, except as provided in this Plan or the
Confirmation Order, all entities will be precluded from asserting against the Debtors or the
Reorganized Debtors, or their respective successors or property, any other or further Claims,
demands, debts, rights, causes of action, liabilities or equity interests based upon any act,
omission, transaction or other activity of any kind or nature that occurred prior to the Effective
Date. In accordance with the foregoing, except as provided in this Plan or the Confirmation
Order, the Confirmation Order will be a judicial determination, as of the Effective Date, of
discharge of all such Claims and other debts and liabilities against the Debtors and satisfaction or
termination of all Interests and other rights ofequity security holders in the Debtors, pursuant to
sections 524 and 1141 ofthe Bankruptcy Code, and such discharge will void any judgment
obtained against the Debtors or the Reorganized Debtors at any time, to the extent that such
judgment relates to a discharged Claim.

6.2 Injunctions.

A. Except as provided in this Plan or the Confirmation Order, as of the
Effective Date, all entities that have held, currently hold or may hold a Claim or other debt or
liability that is discharged or an Interest or other right ofan equity security holder that is
terminated pursuant to the terms of this Plan are permanently enjoined from taking any of the
following actions on account of any such discharged Claims, debts or liabilities or terminated
Interests or rights: (i) commencing or continuing in any manner any action or other proceeding
against the Debtors or the Reorganized Debtors or Arch or its subsidiaries or their respective
property; (ii) enforcing, attaching, collecting or recovering in any manner any judgment, award,
decree or order against the Debtors or the Reorganized Debtors or Arch or its subsidiaries or
their respective property; (iii) creating, perfecting or enforcing any lien or encumbrance against
the Debtors or the Reorganized Debtors or Arch or its subsidiaries or their respective property;
(iv) asserting a setoff, right of subrogation or recoupment of any kind against any debt, liability or
obligation due to the Debtors or the Reorganized Debtors or Arch or its subsidiaries or their
respective property; and (v) commencing or continuing any action, in any manner, in any place
that does not comply with or is inconsistent with the provisions of this Plan.

B. As of the Effective Date, all entities that have held, currently hold
or may hold a claim, demand, debt, right, cause of action or liability that is released pursuant to
this Plan are permanently enjoined from taking any of the following actions on account of such
released claims, demands, debts, rights, causes of action or liabilities: (i) commencing or
continuing in any manner any action or other proceeding; (ii) enforcing, attaching, collecting or
recovering in any manner any judgment, award, decree or order; (iii) creating, perfecting or
enforcing any lien or encumbrance; (iv) asserting a setoff, right of subrogation or recoupment of
any kind against any debt, liability or obligation due to any released entity; and (v) commencing or
continuing any action, in any manner, in any place that does not comply with or is inconsistent
with the provisions of this Plan.
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C. By accepting a distribution pursuant to this Plan, each holder ofan
Allowed Claim receiving such distribution pursuant to this Plan will be deemed to have
specifically consented to the injunctions set forth in this Section 6.2.

6.3
Controversies.

Tennination of Subordination RiiJus and Settlement ofRelated Claims and

A. The classification and manner ofsatisfying all Claims and Interests
under this Plan takes into consideration all contractual, legal and equitable subordination and
turnover rights, whether arising under general principles ofequitable subordination, section
51 O(c) ofthe Code or otherwise, that a holder ofa Claim or Interest or the Debtors may have
against other Claim holders with respect to any distribution made pursuant to this Plan. On the
Effective Date, all contractual, legal, equitable subordination and turnover rights that a holder ofa
Claim or Interest or the Debtors may have with respect to any distribution to be made pursuant to
this Plan will be discharged and terminated, and all actions related to the enforcement of such
subordination rights will be permanently enjoined. Accordingly, distributions pursuant to this Plan
to holders of Allowed Claims will not be subject to payment to a beneficiary ofsuch terminated
subordination rights, or to levy, garnishment, attachment or other legal process by a beneficiary of
such terminated subordination rights.

B. Pursuant to Bankruptcy Rule 9019 and in consideration for the
distributions and other benefits provided under this Plan, the provisions of this Plan will constitute
a good faith compromise and settlement orall claims or controversies relating to the enforcement
or termination ofall contractual, legal and equitable subordination and turnover rights that a
holder ofa Claim or Interest or the Debtors may have with respect to any Allowed Claim or
Interest, or any distribution to be made pursuant to this Plan on account of such Claim. The entry
of the Confirmation Order will constitute the Bankruptcy Court's approval of the compromise or
settlement of all such claims or controversies and the Bankruptcy Court's finding that such
compromise or settlement is in the best interests of the Debtors and the Reorganized Debtors and
their respective property and Claim and Interest holders, and is fair, equitable and reasonable.

ARTICLE VII
MISCELLANEOUS

7.1 Retention ofJurisdiction. Following the Effective Date, the Bankruptcy
Court shall retain such jurisdiction as is set forth in this Plan. Without in any manner limiting the
scope of the foregoing, the Bankruptcy Court shall retain jurisdiction for the following purposes:

A. To determine the allowability, classification, priority or
subordination ofClaims and Interests upon objection, or to estimate, pursuant to section 502(c)
of the Code, the amount ofany Claim that is or is anticipated to be contingent or unliquidated as
of the Effective Date, or to hear proceedings to subordinate Claims or Interests brought by any
party in interest with standing to bring such objection or proceeding;
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B. To construe and to take any action authorized by the Code and
requested by the Reorganized Debtors or any other party in interest to enforce this Plan and the
documents and agreements filed in connection with this Plan, issue such orders as may be
necessary for the implementation, execution and consummation of this Plan, including, without
limiting the generality of the foregoing, orders to expedite regulatory decisions for the
implementation of this Plan and to ensure conformity with the terms and conditions of this Plan,
such documents and agreements and other orders of the Bankruptcy Court, notwithstanding any
otheiwise applicable non-bankruptcy law~

C. To determine any and all applications for allowance of
compensation and expense reimbursement of professionals retained by the Debtors, the
Reorganized Debtors or the Committee, and for members of the Committee, for periods on or
before the Effective Date, and to determine any other request for payment ofadministrative
expenses~

D. To determine all matters that may be pending before the
Bankruptcy Court on or before the Effective Date;

E. To resolve any dispute regarding the implementation or
interpretation of this Plan, the Merger Agreement or any related agreement or document that
arises at any time before the Cases are closed, including determination, to the extent a dispute
arises, of the entities entitled to a distribution within any particular Class of Claims and of the
scope and nature of the Reorganized Debtors' obligations to cure defaults under assumed
contracts, leases, frB.!lchises and permits;

F. To determine any and all applications pending on the Confirmation
Date for the rejection, assumption or assignment of executory contracts or unexpired leases
entered into prior to the Petition Date, and the allowance of any Claim resulting therefrom;

G. To determine all applications, adversary proceedings, contested
matters and other litigated matters that were brought or that could have been brought on or
before the Effective Date;

H. To determine matters concerning local, state and federal taxes in
accordance with sections 346, 505 and 1146 of the Code, and to determine any tax claims that
may arise against the Debtors or Reorganized Debtors as a result of the transactions contemplated
by this Plan~

I. To resolve any dispute arising out of actions taken by the Estate
Representative;

J. To modify this Plan pursuant to section 1127 of the Code, or to
remedy any apparent nonmaterial defect or omission in this Plan, or to reconcile any nonmaterial
inconsistency in this Plan so as to carry out its intent and purposes~ and
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K. For such other purposes as may be provided for in the Confirmation
Order.

Prior to the Effective Date, the Bankruptcy Court shall retain jurisdiction with
respect to each of the foregoing items and all other matters that were subject to its jurisdiction
prior to the Confirmation Date.

7.2 RetentiQn and EnfQrcement Of Causes Of Action. Pursuant to
sectiQn 1123(b)(3)(B) Qfthe Code, but subject to SectiQns 7.3 and liQfthis Plan, the
ReQrganized DebtQrs, on behalf ofthemselves and holders ofAllowed Claims and Interests, shall
retain all Causes of Action that the Debtors had or had power to assert iminediately priQr to the
Effective Date, and may commence or continue in any appropriate court or tribunal any suit or
other proceeding fQr the enforcement of such Causes Qf Action. All Causes ofAction shall
remain the property Qf the Reorganized Debtors. Nothing contained in this Plan shall constitute a
waiver of the rights, if any, of the DebtQrs or the Reorganized Debtors to a jury trial with respect
to any Cause of Action or objection to any Claim or Interest.

7.3 LimitatiQn ofLiability. None of the Debtors, the Reorganized Debtors,
Arch or any affiliate thereof, the Committee, the Pre-Petition Agent, the Pre-Petition Lenders, the
DIP Agent, the DIP Lenders, the Standby Purchasers, the indenture trustees for the Notes, Arch's
financing sources, nor any of their respective Qfficers, directors, employees, members, agents,
underwriters or investment bankers, nor any other prQfessional Persons employed by any Qf them
(collectively, the "Exculpated Persons"), shall have or incur any liability to any Person for any act
taken or omissiQn made in gQod faith in connection with or related tQ formulating, negotiating,
implementing, confirming or cQnsummating this Plan, the Disclosure Statement Qr any contract,
instrument, release or Qther agreement or document created in connection with this Plan. The
Exculpated Persons shall have nQ liability to any DebtQr, holder of a Claim, holder Qf an Interest,
Qther party in interest in the Cases or any Qther Person for actiQns taken or not taken under this
Plan, in connection herewith or with respect hereto, or arising Qut of their administration Qfthis
Plan Qr the property to be distributed under this Plan, in good faith, including, without limitation,
failure to obtain ConfirmatiQn of this Plan Qr to satisfy any cQndition or conditions, or refusal tQ
waive any cQnditiQn or cQnditiQns, to the Qccurrence of the Effective Date, and in all respects
such Exculpated Persons shall be entitled to rely upon the advice of cQunsel with respect to their
duties and responsibilities under this Plan.

7.4 Releases.

A. On the Effective Date, the Reorganized Debtors, Qn their own
behalf and as representatives Qfthe Debtors' estates, in consideration of services rendered in the
Cases and other good and valuable consideration, the receipt and sufficiency of which is hereby
acknowledged, release unconditiQnally, and are deemed tQ release unconditiQnally, each of the
DebtQrs' (1) present officers and directors, (2) former Qfficers and directors (Qther than those
former officers and directQrs cQnsidered Qr determined as Qfthe Effective Date by the FCC to be
alleged or actual wrongdoers for purposes of the FCC Proceeding), (3) the entities that elected
such directors to the extent they are Qr may be liable for the actions or inactiQns of such directors
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and (4) their respective professional advisers (collectively, the "Officer and Director Releasees"),
from any and all claims, obligations, suits, judgments, damages, rights, causes ofaction and
liabilities whatsoever (including, without limitation, those arising under the Code), whether known
or unknown, foreseen or unforeseen, existing or hereafter arising, in law, equity or otherwise,
based in whole or in part on any act, omission, transaction, event or other occurrence taking place
before, on or after the Petition Date up to the Effective Date, in any way relating to the Debtors
(before, on or after the Petition Date), the Cases or this Plan (collectively, the "Released
Matters"); provided, that the foregoing release shall not apply to any action or omission that
constitutes actual fraud or criminal behavior; and provided, further, that such release shall not be
granted to any Officer or Director Releasee who has a Disputed Claim as of the Effective Date.

B. On the Effective Date, the Reorganized Debtors, on their own
behalfand as representatives of the Debtors' estates, in consideration of services rendered in the
Cases and other good and valuable consideration, the receipt and sufficiency of which is hereby
acknowledged, release unconditionally, and are deemed to release unconditionally, each of (1) the
Pre-Petition Lenders, the Pre-Petition Agent, the DIP Lenders and the DIP Agent and (2) their
respective professional advisers (collectively, the "Lender Releasees"), from the Released Matters;
provided, that the foregoing release shall not apply to any action or omission that constitutes
actual fraud or criminal behavior.

C. On the Effective Date, the Reorganized Debtors, on their own
behalf and as representatives of the Debtors' estates, in consideration of services rendered in the
Cases and other good and valuable consideration, the receipt and sufficiency ofwhich is hereby
acknowledged, release unconditionally, and are deemed to release unconditionally, (1) each
member of the Committee, the Committee and their respective present or former members,
officers, directors, employees, affiliates, advisors, attorneys or agents (collectively, the
"Representatives"), (2) the Standby Purchasers and their Representatives, and (3) their respective
professional advisers (collectively, the "Creditor ReJeasees"), from the Released Matters;
provided, that the foregoing release shall not apply to any action or omission that constitutes
actual fraud or criminal behavior.

D. On the Effective Date, the Reorganized Debtors, on their own
behalf and as representatives of the Debtors' estates, in consideration of services rendered in the
Cases and other good and valuable consideration, the receipt and sufficiency ofwhich is hereby
acknowledged, release unconditionally, and are deemed to release unconditionally, Arch, any
affiliate of Arch, or Arch's financing sources, agents, undernrriters and investment bankers and
their respective professional advisers (collectively, the "Arch Releasees") from the Released
Matters; provided, that the foregoing release shall not apply to any action or omission that
constitutes actual fraud or criminal behavior.

E. On the Effective Date, Arch and its subsidiaries shall be deemed to
have unconditionally released the Officer and Director Releasees, the Lender Releasees and the
Creditor Releasees from the Released Matters; provided. that the foregoing release shall not apply
to any action or omission that constitutes actual fraud or criminal behavior; and provided, timher,
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that such release shall not be granted to any Officer or Director Releasee who has a Disputed
Claim as of the Effective Date.

F. On the Effective Date, each holder ofa Claim that is entitled to
vote on this Plan shall be deemed to have unconditionally released the Officer and Director
Releasees, the Lender Releasees, the Creditor Releasees and the Arch Releasees from the
Released Matters; provided, that the foregoing release shall not apply to any action or omission
that constitutes actual fraud or criminal behavior and shall not constitute a release ofany recovery
such holder would be entitled to as a plaintiffor putative plaintiff in the Securities Actions or any
action initiated after the date hereofbased upon similar factual allegations or alleging similar
causes of action to the Securities Actions; and provided, further, that a holder (other than Arch)
may elect, by checking the appropriate box or boxes provided on the Ballot, not to grant such
release as to the Officer and Director Releasees, the Lender Releasees, the Creditor Releasees or
the Arch Releasees, or all of them.

G. The Confirmation Order shall contain a permanent injunction to
effectuate the releases granted in the foregoing Sections 7 4(A), au, (0, £Ill, (E) and (E). Any
release granted pursuant to the foregoing Sections 7.4(A), au, (Q., au, (E) and (E) shall be
ineffective and null and void automatically and immediately upon the assertion by any released
party of any claim in any manner or in any forum against any party that granted the release, and all
Causes of Action that the Debtors had or had the power to assert immediately prior to the
Effective Date with respect to any such party shall be preserved and become the property of the
Reorganized Debtors pursuant to Section 7 2.

_.
7.5 Indemnification ObliSations' Directors' and Officers' Liability Insurance.

A. Director Indemnification Obligations and Excluded Indemnification
Obligations shall be deemed to be, and shall be treated as ifthey are, executory contracts that are
rejected pursuant to section 365 of the Code. Any Claims arising out of the rejection of the
Indemnification Obligations pursuant to this Section 7 SeA) shall be subordinated in full under
sections 510(b) and 510(c) of the Code.

B. Benefit Plan Indemnification Obligations and Indemnification
Obligations with respect to officers and employees who are officers and employees of the Debtors
as of the Effective Date (other than Excluded Indemnification Obligations) shall be deemed to be,
and shall be treated as though they are, executory contracts that are assumed agreements under
this Plan and such obligations (subject to any defenses thereto) shall remain unaffected and shall
not be discharged or impaired hereby, and any Claim for indemnification filed by any such party

shall not be an Allowed Claim hereunder; provid.ed, that the foregoing assumption shall not affect
any release of any such obligation given in writing to the Debtors before the Effective Date or to
the Reorganized Debtors on or after the Effective Date or any other releases under Section 7.4.

C. On the Effective Date, the Reorganized Debtors shall purchase a
"run-off' policy for the Debtors' current and former directors and officers (other than those
former officers and directors considered or determined as of the Effective Date by the FCC to be
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alleged or actual wrongdoers for purposes of the FCC Proceeding), which policy shall provide for
aggregate coverage up to $40 million (or such lesser amount as can be purchased for a premium
of$750,000) for claims made during a period of at least three (3) years following the Effective
Date based on alleged "wrongful acts" through the Effective Date, and shall contain such other
usual and customary terms and conditions as are approved by the Board ofDirectors of
MobileMedia.

D. As ofthe Effective Date, Arch shall make available up to an
aggregate amount ofS1,000,000 (the "Defense Fund") to be used by present and fonner officers
and directors (other than those fonner officers and directors considered or determined as of the
Effective Date by the FCC to be alleged or actual wrongdoers for purposes of the FCC
Proceeding) of the Debtors solely for the costs and expenses (including reasonable attorneys' fees
and expenses) ofdefending the Securities Actions not otherwise covered by the Debtors'
insurance. The Defense Fund is being provided by Arch at its election and not in exchange for
any Claim or Interest by any officer or director. Provision of the Defense Fund hereunder shall
not negate, constitute a waiver or modification of or otherwise impair the discharge of the
Debtors and the Reorganized Debtors under sections 524 and 1141 of the Code and this Plan. As
a condition to any officer or director obtaining amounts from the Defense Fund, such officer or
director shall deliver to Arch, at Arch's request, a release, in fonn and substance reasonably
acceptable to Arch, confirming the unconditional release and discharge of the Arch Releasees and
the Reorganized Debtors from the Released Matters. Any officer or director shall be required to
reimburse Arch for any amounts obtained from the Defense Fund that are subsequently covered
by insurance.

7.6 Terms Binding. Upon the entry of the Confirmation Order, all provisions of
this Plan, including all agreements, instruments and other documents filed in connection with this
Plan and executed by the Debtors, Arch or the Reorganized Debtors in connection v.ith this Plan,
shall be binding upon the Debtors, Arch, the Reorganized Debtors, all Claim and Interest holders
and all other entities that are affected in any manner by this Plan. All agreements, instruments and
other documents filed in connection with this Plan shall have full force and effect, and shall bind
all parties thereto as of the entry of the Confirmation Order, whether or not such exhibits actually
shall be executed by parties other than the Debtors or the Reorganized Debtors, or shall be issued,
delivered or recorded on the Effective Date or thereafter.

7.7 Additional Terms of Securities and Other Instruments. Any modification
of the Merger Agreement, the At eli WaIiC!I1ts, Arch Common Shares and Arch Class B Common
Shares, and all other securities or agreements issued or entered into pursuant to this Plan after the
Voting Deadline, shall be treated as a Plan modification and shall be governed by section 1127 of
the Code.

7.8 Post-Consummation Effect ofEvidences of Claims or Interests. Notes,
stock certificates and other evidence of Claims against or Interests in the Debtors shall, effective
on the Effective Date, represent only the right to participate in the distributions contemplated by
this Plan.
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7.9 Payment Dates. Whenever any payment to be made under this Plan is due
on a day other than a Business Day, such payment shall instead be made, without interest, on the
next succeeding Business Day.

7.10 Successors and AssiiJls. The rights, benefits and obligations ofany person
named or referred to in this Plan shall be binding upon, and shall inure to the benefit of, the heir,
executor, administrator, successor or assignee of such person. .

7.11 Inconsistencies. In the event that there is any inconsistency between this
Plan and the Disclosure Statement, any exhibit to this Plan or any other instrument or document
created or executed pursuant to this Plan, this Plan shall govern.

7.12 Compliance with Applicable Law. It is intended that the provisions of this
Plan (including the implementation thereof) shall be in compliance with applicable law, including,
without limitation, the Code, the Delaware General Corporation Law, as amended, the
Communications Act of 1934, as amended, the Securities Act of 1933, as amended, and the Hart­
Scott-Rodino Antitrust Improvements Act of 1976, as amended, as well as, in each case, any rules
and regulations promulgated thereunder. If the Debtors shall conclude that this Plan may not
comply with any of the foregoing, then and in such event the Debtors intend to amend this Plan in
such respects as they deem necessary to bring this Plan into compliance therewith.

7.13 Governing Law. Except to the extent that the Code or any other federal
law is applicable or to the extent the law of a different jurisdiction is validly elected by the
Debtors, the rights, duties and obligations arising under this Plan shall be governed in accordance
""rith the substantive laws of the United States of America and, to the extent federal law is not
applicable, the laws of the State ofDelaware.

7.14 Severability. If the Bankruptcy Court determines at the Confirmation
Hearing that any material provision of this Plan is invalid or unenforceable, such provision, to the
extent the Debtors, Arch and the Committee agree, but subject to section 1127 of the Code, shall
be severable from this Plan and null and void, and, in such event, such determination shall in no
way limit or affect the enforceability or operative effect of any or all other portions of this Plan.

7.15 Incorporation by Reference Each Exhibit or Schedule hereto is
incorporated herein by reference.
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------------- COMPARlSON OF FOOTNOTES ---------------

-FOOTNOTE t -
fraction ofan AI ch Wall ant that tlt; ill be iltdnded iii each Unit ~ ill eqnal the fraction obtained by
dividing (i) the totalnnntbel ofATch \Valiants pUlchasable npon exercise ofRigltts by (ii) the
total number of Arch Capitai Shares pUlchasable npon exelcise ofRights (which ~iJl be
detelmined based on the pricing mechanism set forth in Schedule II to the ~1elger Agreement).

----------------- COMPARlSON OF FOOTERS ----------------­
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NOTICE

11 U.S.c. § II25(b) PROHIBITS THE SOLICITATION OF AN ACCEPTANCE
OR REJECTION OF A PLAN OF REORGAl\TJZATION FROM A HOLDER OF A CLAIM OR
INTEREST WITH RESPECT TO SUCH CLAIM OR INTERE~TUNLESS, AT THE TL\1E
OF OR BEFOIq:: SUCH SOLICITATION, THERE IS TRANSMITTED TO SUCH HOLDER
SUCH PLAN OR A SUMMARY OF SUCH PLAN AND A WRITTEN DISCLOSURE
STATEMENT APPROVED, AFTER NOTICE AND HEARING, BY THE B~1<.RUPTCY

COURT AS CONTAINING ADEQUATE INFORMATION.

[THIS DISCLOSURE STATEMENT HAS NOT BEEN APPROVED OR
DISAPPROVED BY THE BANKRUPTCY COURT.] THIS DISCLOSURE STATEMENT
HAS NOT BEEN APPROVED OR DISAPPROVED BY, AND THE SECURITIES OFFERED
HEREBY HAVE NOT BEEN REGISTERED WITH OR APPROVED OR RECOMMEl\TDED
BY, THE SECURITIES AND EXCHANGE COMMISSION (THE "SEC") OR Al\TY
SECURITIES REGULATORY AUTHORITY OF ANY STATE, NOR HAS THE SEC OR
ANY STATE SECURITIES REGULATORY AUTHORITY PASSED UPON THE
ACCURACY OR ADEQUACY OF THIS DISCLOSURE STATEME1\'T OR THE
STATEMENTS OR I1\"'FORMATION CONTAThTED HEREIN. ANY REPRESENTATION TO
THE CONTRARY IS A CRIMINAL OFFENSE.

m~ DEBTORS' PLAN OF REORGANIZATION CONTJ;MPLATES A
MERGER O~=tHE DEBTQRS "'ITH A SUBSIDIARY OF ARCH CO!\fMUNICATIQNS
GROl,TP. INC. ("ARCH"). ANYTHING HEREIN TO THE CONTRARY
NOTWITHSTA1\TIING, THIS DISCLOSl.)'RE STATEMENT AA1) THE STATEMENTS ANTI
ThTfORMATION CO~TAThIED HEREIN DO NOT CONSTITUTE AA'D SHALL NOT BE
DEEMED TO CONSTITUTE AN OFFER TO SELL OR THE SOLICITATION OF A..'N
OFFER TO BUY OR A PROSPECTUS OR OTHER OFFERING DOCUMENT RELATING
TO (I) THE VARIOUS SUBSCRIPTION RIGHTS OF ARCH COMMilliICATIONS GROUP,
IN€. ("ARCH") REFERRED TO HEREIN THAT ARE BEING OFFERED TO THE
DEBTORS' UNSECURED CREDITORS AND TO ARCH'S EXISTING SHAREHOLDERS.
(II) THE ARCH COMMQN SHARES QR, IN CERTAIN CIRCUMSTANCES, TO ARCH'S
EXISTING SII."-REHOLDERS, (II) TIIE ARCH COMMON SHARES, ARCH CLASS B
COMMON SHARES OR TI IE ARCH WAfu~"'NTS, IF APPLICABLE, ISSUABLE BY ARCH
UPON EXERCISE OF SUCH SlJBSCRIPTION RIGHTS, (III) CERTAIN ,,!ARRANTS
THAT MAY BE ISSUED BY ARCH QR (IV) THE ARCH COMMON SHARES ISSUABLE
BY ARCH UPON EXERCISE OF SUCH ARCH WAR..'VL'HS, (IV) CERTAfli OTIIER
WAR.."{M.JTS THAT MAY BE ISSUED BY ARCH OR (V) TIIE ARCH CO!\fMON SHARES
ISSUABLE BY ARCH UPON EXERCISE OF SUCH WARRANTS, EACH IN CONNECTION
WITH THE SECOND THIRD AMENDED JOINT PLAN OF REORGANIZATION
ATTACHED HERETO A..}..;1) DATED AS OF SEPTEMBER 3 DECEMBER 1,1998. ANY
SUCH OFFER SHALL BE MADE ONLY BY A PROSPECTUS FILED AS PART OF A
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REGISTRATION STATEMENT FILED BY ARCH WITH THE SEC.
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FORWARD-LOOKING STATEMENTS

This Disclosure Statement contains forward-looking statements that are made
pursuant to the safe harbor provisions of 11 U.S.C. § 1125 and of the Private Securities Litigation
Reform Act of 1995. Any statements contained herein (including, without limitation, statements
to the effect that Arch, the Debtors or their respective managements or boards of directors
"believe", "expect". "anticipate", "plan" and similar expressions) that are not statements ofhistorical
fact should be considered forward-looking statements. A number of important factors could
cause actual results to differ materially from those expressed in any forward-looking statements
made by, or on behalf of, Arch, the Debtors, or their respective managements or boards of
directors. Achieving the anticipated benefits of the Merger and the R:eolganization contemplated
merger will depend in significant part upon whether the integration of the two companies'
businesses is accomplished in an efficient manner, and there can be no assurance that this \\rill

occur. The combination of the companies will require, among other things, coordination of
administrative, sales and marketing, distribution, and accounting and finance functions and
expansion of information and management systems. The integration process could divert the
attention of management, and any difficulties or problems encountered in the transition process
could have a material adverse effect on the Combined Company following the Merger. In
addition, the process of combining the companies could cause the interruption of, or a loss of
momentum in, the activities of the respective businesses, which could also have a material adverse
effect on the Combined Company. The difficulty ofcombining the businesses may be increased by
the need to integrate personnel and the geographic distance separating the organizations. There
can be no assurance that Arch will retain key employees or that Arch will realize any of the other
anticipated benefits of the Merger.

The unaudited Combined Company projections attached hereto as Exhibit E (the
"Combined Company Projections") have been prepared jointly by Arch and the Debtors as a
projection of possible future results based upon the assumptions set forth therein, and are
dependent on many factors over which neither Arch nor the Debtors have any control. No
assurance can be given that any of the assumptions on which the projections are based will prove
to be correct. The Combined Company Projections were not prepared with a view to public
disclosure or in compliance with (i) published guidelines of the SEC, (ii) the guidelines established
by the American Institute of Certified Public Accountants regarding projections or (iii) GA<\P.
Arthur Andersen LLP, the independent public accountants for Arch, has neither compiled nor
examined such projections and, accordingly, does not express any opinion or any other form of
assurance with respect to, assumes no responsibility for and disclaims any association with, such
projections. Ernst & Young LLP, the independent auditors for the Debtors, has neither compiled
nor examined such projections and, accordingly, does not express any opinion or any other form
of assurance with respect to, assumes no responsibility for and disclaims any association with,
such projections. While presented with numerical specificity, such projections are based upon a
variety of assumptions, which may not be realized, relating to the future business and operations
of Arch and the Debtors and the integration of their operations and are subject to significant
uncertainties and contingencies, all of which are difficult to predict and many of which are beyond
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the control ofArch and the Debtors. NEITHER ARCH, ON THE ONE HAl\TD, NOR THE
DEBTORS, ON THE OTHER HAND, MAKE ANY EXPRESS OR IMPLIED
REPRESENTATION OR WARRANTY AS TO THE ATTAINABILITY OF THE
PROJECTED FINANCIAL INFORMATION SET FORTH IN THE COMBINED COMPANY
PROJECTIONS OR AS TO THE ACCURACY OR COMPLETENESS OF THE
ASSUMPTIONS FROM WHICH THAT PROJECTED INFOR¥ATION IS DERIVED.
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INTRODUCTORY STATEMEJ\TJ

THIS DISCLOSURE STATEMENT CONTAINS A SUMMARY OF CERTAIN
PROVISIONS OF THE DEBTORS' SECOND THIRD AMENDED JOINT PLAN OF
REORGANIZATION DATED AS OF SEPTEfwffiER 31!~'~MBER 1, 1998 (THE "PLAN"),
PROPOSED BY MOBILEMEDIA CORPORATION, MOBILEMEDIA COMMUNICATIONS,
INC. AND THE SUBSIDIARIES OF MOBILEMEDIA COMMUNICATIONS, INC., AS
DEBTORS AND DEBTORS-IN-POSSESSION (COLLECTIVELY, THE "DEBTORS"), AND
SUMMARIES OF CERTAIN OTHER DOCUMENTS RELATING TO THE
CONSUMMATION OF THE PLAN OR THE TREATMENT OF CERTAIN PARTIES IN
INTEREST, AND CERTAIN FINANCIAL INFORMATION RELATING THERETO. THE
PLA.l-.J REFLECTS THE PROPOSED MERGER OF MOBILEMEDIA COMMUNICATIONS,
INC. WITH AND INTO A NE\\lLY-FORMED WHOLLY OW1\TED SUBSIDIARY OF ARCH
PURSUANT TO A.N AGREEMENT AJ\TD PLA.l-.J OF MERGER DATED AS OF AUGUST 18,
1998, AS AME1\TDED BY THE FIRST AMENDMENT THERETO DATED AS OF
SEPTEMBER 3, 1998 AND THE SECO~DAMENDMENT THERETO DATED AS OF
DECEMBER }. 1998 (AS SO AMEl\TDED, THE "MERGER AGREEMENT"). THIS
DISCLOSlJRE STATEMENT SUPERSEDES THE DISCLOSURE STATEMENT
STATEMENTS PREVIOUSLY FILED WITH THE BANKRUPTCY COURT ON AUGUST
25,1998 A.l\TD THE PLAN ATTACHED HERETO SUPERSEDES THE PLM~ DEBTORS'
SECOND AMENDED JOINT PLAN OF REORGANIZATION PREVIOUSLY FILED
WITH THE B..<\NK.RUPTCY COlJRT ON AUGUST 20, 1998 (TIIE "PRIOR PLAN")
SEPTEMBER 4.1998.

WHILE THE DEBTORS BELIEVE THAT THE SUMMARIES CONTATh'ED
HEREIN PROVIDE ADEQUATE INFORMATION W1TH RESPECT TO THE DOClTh1ENTS
SUMMARlZED, SUCH SUMMARIES ARE QUALIFIED TO THE EXTENT THAT THEY
DO NOT SET FORTH THE ENTIRE TEXT OF SUCH DOCill\1ENTS. BEFORE CASTING
A BALLOT, EACH HOLDER OF A.N IMPAIRED CLAIM SHOULD REVIEW THE ENTIRE
PLAN AND THE MERGER AGREEMENT ATTACHED HERETO, lAS WELL AS THE
REGISTRATION STATEMENT ORIGINALLY FILED BY ARCH ON AUGUST 25,1998
WITH THE SEC m COJ\TNECTION WITH THE RIGHTS OFFERING TO MOBILEMEDIA'S
CREDITORS THAT IS BEING m..TDERTAKEN BY ARCH (AS AMENDED BY
AMEl'ffi~fENTN"O. 1 TIIERETO DATED SEPTE1\ffiER 16, 1998 A]'.,t!) AS FURTIIER
AMENDED FROM TIfwfE TO TIME SlT§~EOlJENTLY AME.N,DED, "THE
REGISTRATION STATEMENT")l THE TER.l\1S OF THE PLA.N AND THE MERGER
AGREEMENT GOVERN IN THE EVENT OF ANY INCONSISTENCY \VITH THE
SlTh1MARIES CONTAINED IN THIS DISCLOSURE STATEMENT.

OTHER IHA.N ThTfOR.\1ATION PROVIDED BY ARCH IN THE
REGISTRATION STATEMENT IN CONl\TECTION WITH THE RIGHTS OFFERING BEING
Ul\TDERTAKEN BY ARCH THAT IS DESCRIBED BELOW, NO PARTY IS AUTHORIZED
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BY THE DEBTORS TO PROVIDE AJ\TY INFORMATION TO TIH:IR IBf;jlUTQ...RS;
CREDITORS WITH RESPECT TO THE PLAN OTHER THAN THAT CONTAINED IN
THIS DISCLOSURE STATE1\.1ENT. OTHER THAN AS SET FORTH IN THE
REGISTRATION STATEMENT AND THIS DISCLOSURE STATEMENT, THE DEBTORS
HAVE NOT AUTHORIZED Al\TY REPRESENTATIONS CONCERNING THE DEBTORS,
THEIR ANTICIPATED FINANCIAL POSITION OR OPERAnONS AFTER
CONFIRMATION OF THE PLAN OR THE VALUE OF THEIR BUSINESS AND
PROPERTY. TO THE EXTENT INFORMATION IN THIS DISCLOSURE STATEMENT
RELATES TO THE DEBTORS, THE DEBTORS OR THEIR ADVISORS HAVE PROVIDED
THE INFORMATION IN THIS DISCLOSURE STATEMENT. TO THE EXTENT
INFORMATION IN TillS DISCLOSURE STATEMENT RELATES TO ARCH, ARCH OR
ITS ADVISORS HAVE PROVIDED THE INFORMATION IN THIS DISCLOSURE
STATEMENT.

THE INFORMATION IN THIS DISCLOSURE STATEMEl\T'f IS BEING
PROVIDED SOLELY FOR PURPOSES OF VOTING TO ACCEPT OR REJECT THE PLAN
OR OBJECTING TO CONFIRMATION. NOnnNG IN THIS DISCLOSURE STATEMENT
MAY BE USED BY ANY PERSON OR El\T'fITY FOR MY OTHER PURPOSE.

THE DEADLINE FOR VOTING TO ACCEPT OR REJECT THE PLAN IS 5:00
P.M., NEW YORK CITY TIME, ON , +99812.22, UNLESS EXTENDED.

NOTHING CONTAINED IN THIS DISCLOSURE STATEMENT, EXPRESS
OR IMPLIED, IS INTENDED TO GIVE RISE TO ANY COMMITMENT OR OBLIGATION
OF THE DEBTORS OR COl\TFERS UPON AJ\ry PERSON A.l\ry RIGHTS, BENEFITS OR
REMEDIES OF ANY NATURE WHATSOEVER (OTHER THAN AS SET FORTH IN THE
PLAN), NOR SHOULD THE CONTENTS OF THIS DISCLOSURE STATEMENT BE
CONSTRUED AS PROVIDING ANY LEGAL, BUSINESS, FINANCIAL OR TAX ADVICE.
HOLDERS OF CLAIMS AJ\TD INTERESTS SHOULD CONSULT WITH THEIR OWN
ADVISORS.

EXCEPT AS HEREAFTER NOTED, THE INFORMATION CONTAThTED
HEREIN IS GENERALLY INTEl\TDED TO DESCRIBE FACTS AND CIRCUMSTANCES
ONLY AS OF $PIEMBER 30, 1998, AND NEITHER THE DELIVERY OF
THE DISCLOSURE STATEMENT NOR THE CONFIRMATION OF THE PLAN WILL
CREATE A.NY IMPLICATION, UNDER ANY CIRCUMSTANCES, THAT THE
INFORMAnON CONTAINED HEREIN OR THEREIN IS CORRECT OR COMPLETE AT
ANY TIME AFTER THE DATE HEREOF OR THEREOF, OR THAT THE DEBTORS ARE
OR W1LL BE UNDER ANY OBLIGATION TO UPDATE SUCH INFORMATION IN THE
FUTURE.

::OD:\t-\PCDOCS :-'"EWYORK.U081 I -Vl-



TABLE OF CONTENTS

Page

I. INTRODUCTION 1
A. General Background . . . . . . . . . . . . . . . . . . . . . . . . : . . . . . . . . . . . . . . . . . . . . . . . 1
B. The Debtors; Events Leading up to the Filings 3- ~
C. The Disclosure Statement; Voting Requirements 5
D. Sources of Information .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7
E. General Terms of the Business Combination between the Debtors and

Arch-
and of the Treatment Under the Plan ofHolders ofClaims and Interests 7

F. Conditions to Effectiveness of the Plan . . . . . . . . . . . . . . . . . . . . . _. . . . . . .. tz 10

II. DESCRIPTION OF THE DEBTORS .
A. Background Information Regarding the Debtors .

1. Overview of the Debtors' History and Operations . . . . . . . . . . . . . . . . . . .
2. Networks and Licenses .
3. Paging and Messaging Services and Products . . . . . . . . . . . . . . . .
4. Sales and Marketing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
5. Suppliers and Equipment Vendors .
6. Assets of the Debtors .
7. Material Litigation and Claims against the Debtors _ .
8. Regulatory Matters _ .
9. Trademarks .

B. The Debtors' Operations in Chapter 11 .
1. Overview ofthe Debtors' Operations .
2. Retention ofProfessionals and Appointment of Committee .
3. Operating Results During Chapter 11 .
4. Summary of Significant Orders Entered and Other Actions Taken

During the Cases .

+3-11
+3-11
+3-11
+715=
t-817
+918
2+20
2+20
==20
2524=
2726=
IS 27
IS 27
IS 27
2928

III. BUSTh."ESS OF ARCH 3-4 33

IV. ACQUISITION OF THE DEBTORS BY ARCH AJ\1) FUTURE BUSINESS OF THE
REORGAl"'IZED DEBTORS 34
A. Attempts to Sell Debtors' Business 34
B. Capitalization and Structure of the Reorganized Debtors . . . . . . . . . . . . . . . .. 3'6 35
C. Composition ofManagement and Directors of the Reorganized Debtors 36
D. Summary of the Merger Agreement : 37

1. The Merger 37
2. Funding for the Plan and Merger Agreement 37
3. Effective Date 40

::OD:l.I.-\PCDOCS >-'"EWYORK 8~081 I -1-



Page

4. Representations and Warranties. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 40
5. Certain Covenants and Agreements 41
6. No Solicitation by the Debtors 4Z 43
7. FCC Approval ' 43
8. Additional Agreements .a 44
9. Employees and Employee Benefit Plans . . . . . . . . . . . . . . . . . . . . . . . . .. 44
10. Conditions to the Merger 44 45
11. Termination 47
12. Effect ofTennination; Payment ofFees 48

E. Business of the Reorganized Debtors .. 49
1. Projected Revenues. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 49 50
2. Projected Capital Expenditures 50
3. Interest Expense 50

F. General Description ofRegulatory Matters Relating to the Plan 50
1. SEC Matters 56 51
2. FCC and State Regulatory Matters 51

G. Information Relevant to the Risks Posed to Creditors Under the Plan 51
1. Risk ofDelay or Non-Occurrence of the Confirmation Date and

the Effective Date 5t 52
2. Challenges ofBusiness Integration 52
3. Certain Risks Associated with Arch's Existing Debt and Contracts 52
4. Transaction Costs 53
5. Substantial Amortization Charges 53
6. Grov.1h and Acquisition Strategy 53
7. Future Capital Needs; Uncertainty of Additional Funding 54
8. Competition and Technological Change 54
9. Government Regulation, Foreign Ownership and Possible Redemption 55
10. High Degree ofLeverage After the Merger 57 58
11. Subscriber Turnover 58
12. Dependence on Third Parties 58- 59
13. Possible Acquisition Transactions 59
14. Dependence on Key Personnel . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 59 60
15. Impact of the Year 2000 Issue _. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 60
16. No Dividends 6t 63
17. History ofLosses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 6t 63
18. Volatility of Trading Price 6t 64
19. Risks Relating to the Combined Company Projections ..."............ 6% 64
20. Certain Federal Income Tax Considerations; Possible Loss

ofCorporate Tax Benefits 6% 65
21. Arch's Amended Credit Facility and Indenture Restrictions. . . . . . . . . . .. 6Z 65

::OD~L" PCDOCS ~'E\\"YORK840gJ I -11-



Page

22. Significant Fluctuations in Revenues and Operating Results 63- 66
D 23.Risk gf Arch Common Shares Being Delisted from th£

NASDAO Nationa) Market ...• ,',." ••••.',., ••••.....•...•..•.. 66
24. Divisional Reorganization ofArch 0 0 • • • • • • • • • • • • • • • •• 64 66- -
Z4 25.Anti-Takeover Provisions .... 0 • 0 ••• 0 ••••••••••••••••••••• 0 • ° 64 67

v. SUMMARY OF THE PLAN OF REORGAhTJZATION .
A. Description, Classification and Treatment ofClaims and Interests .. 0 •••••••

1. Description of Claims Generally 0 0 0 •••••••••••• 0 0 0 • 0 °

2. Estimated Amount of Allowed Claims 0 ••••••••

3. Description of Claims and Interests; Summary of Classification
and Treatment Thereof 0 ••••••••••••••••••••••••••••

B. Conditions to Effective Date 0 0 •••••••••••••••••••••

C. Means for Implementation ofPlan .
1. Implementation of the Plan 0 ••••••••••••••••••

2. FCC and State Regulatory Approval 0 ••• 0 •• 0 ••• 0 ••••••••••••••••

3. Amendments to Certificates of Incorporation .
D. Agreements Between the Debtors and Various Third Parties .

1. Distributions Occurring On and After the Effective Date .
2. Continuation ofEmployment Agreements and Benefits Agreements .

E. Effect ofPlan Confirmation .
1. Revesting of Assets 0 ••••••••••••••

2. Discharge of Claims and Termination ofInterests .
3. Term of Injunctions or Stays .

.F. Executory Contracts and Unexpired Leases .
1 Rejected Contracts .
2. Assumed Contracts .
3. Post-Petition Contracts and Leases .

G Other Plan Provisions ... 0 ••••••••• 0 •••••••••••••••••••••••••••••

I. Management and Operation of the Debtors .
2 Estate Representative 0 •••

3. Continuation of Committee - .
4. Termination of Subordination Rights and Settlement of Related

Claims and Controversies . . . . . . . . . . . . . 0 • • • • • • • • • • • • • • • • • • • 0 • • •

5. Sale of Rights Reserve 0 0 ••• 0 •••••••• 0 • 0 ••• 0 •••••••• °

6. Release of Security Interests .. 0 •• 0 0 0 ••• 0 • 0 •••••• 0 ••••••••• 0 ••••

7. Retention and Enforcement of Causes ofAction ' .
8. Limitation ofLiability . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0 • • • • • • •

9. Releases..................................................
10. Indemnification Obligations; Directors' and Officers' Liability Insurance

64- 67=
64- 67
6567
6568=

6669
-1-8 81
-t9 82
-t9 82
-t9 82
SB83
SB83
SB83
fH86=
8487
84 87
84 87
84 87=
tt5 88
tt5 88
%89
&1- 90
&1- 90
&1- 90
&1- 90
&e 91

&e 91
ti9 92
ti9 92
5992=
ti921
9993
9+94

::OD\IAPCDOCS :--'"E\\loORK 84081 1 -1l1-



Page

11. Terms Binding . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 9Z 95
12. Effectuating Documents, Further Transactions, Exemptions

from Certain Transfer Taxes . . . . . . . . . . . . . . . , . . . . . . . . . . . . . . . . . .. 9Z~
13. Additional Terms of Securities and Other Instruments 93- 96
14. Severability 93- 96

H. Ownership and Resale of Securities~Exemption From Securities Laws 93- 96
1. Bankruptcy Code Exemption From Registration Requirements . . . . . . . .. 94 97
2. Registration Rights 9=f 99

1. Certain Terms ofReorganization Securities Issued Under Plan 9=f 100
1. General Provisions of the Arch Common Shares. . . . . . . . . . . . . . . . . .. 98 100
2. General Provisions of the Arch Class B Common Shares 98 101
3. General Provisions of the Riszhts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 98 ill- -
4. General Provisions of the Arch Stockholder Rights tee 102

6~.

5. General Provisions of the AIeh '.varIants 101
General Provisions of the Arch Participation Warrants .
J. Claims Reconciliation and Objection Process . . . . . . . . . . . . . . . . . . . . . . . .

1. Bar Date for Administrative Claims .
2. Objections to Claims .

K. Retention of Jurisdiction .

tez 103=
tez 103=
tez 103
tffi 104=
+64105

~107

~107

-ffi6 107=
-ffi6 108
-Hf1108
tee 109
tee 110
tee 110

CERTAIN FEDERAL INCOME TAX CONSEQlJENCES .
A. General Tax Considerations .
B. Tax Consequences to the Debtors .

1. Cancellation of Debt. .
2. Limitations on NOL Carryforwards and Other Tax Attributes .
3. Merger of Communications with and into Merger Subsidiary .
4. Contribution of All of MobileMedia's Assets to Communications. . . . . .
5. Merger ofMCCA with and into Delaware Subsidiary. . .
6. Mergers of Subsidiaries ofMCCA, Contributions

:by Merger Subsidiary
to MCCA, and Contributions to License Co. LLC pursuant to
Section 4.2(B) of the Plan te9! .........................•....•................ 110

C. Federal Income Tax Consequences to Arch te9l.l!!
D. Federal Income Tax Consequences to Holders ofClaims and Interests te9lll

1. Allowed Claims in Class 1, Class 2 and Class 3. te9 111
2. Allowed Class 4 Claims and Class 5 Claims He 111
3. Allowed Class 6 Claims ' -He 112
4. Class 8 Claims and Interests. tH 114

E. Withholding -H4115

VI.

::OD~fA·PCDOCS ':-'"E\\'YORK 84081 1 -]v-



Page

VII. FEASIBILITY OF THE PLAN . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. tt4 115

VIII. CONDITIONS PRECEDENT TO CONFIRMATION OF THE PLAN UNDER THE
CODE ' ++5116
A. The Confirmation Hearing and Objections . . . . . . . . . . . . . . . . . . . . . . , . .. tt5- 116
B. Confirmation Requirements . . . . . . . . . . . . , . . . . . . . . . . . . . . . . . . . . . . .. tt5- 117
C. Satisfaction of Conditions Precedent to Confirmation Under the Code . . . .. tt9 120

1. Best Interests Test . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. tt9 120
2. Acceptance by Impaired Classes . . . . . . . . . . . . . . . . . . . . . . . . . . . . " in 123
3. Confirmation Without Acceptance by All Impaired Classes . . . . . . . . .. +Z3- 124

D. Voting Instructions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. t24 125

IX OTHER MATTERS , +25126
A. Voidable Transfer Analysis , , +25 126

1. Fraudulent Transfers ,., , ,., +25 126
2. Preferences ................,......,.....,............... t%6 127

B. Certain Effective Date Bonuses , . , , . , -m 128

X

XI.

RECOMMENDATION , , . . . . . . . . . . . .. -m 128

CONCLUSIOK , , . , '. . . . .. +ZS 129=

EXHIBIT A -- Joint Plan of Reorganization
EXHIBIT B -- Agreement and Plan ofMerger
EXHIBIT C -- Disclosure Statement Approval Order
EXHIBIT D -- Financial Statements
EXHIBIT E -- Financial Projections
EXHIBIT F -- Arch Prospectus

::OO:-IAPCDOCS ~"E\\'YORh 8~Ogl I -v-



I. INTRODUCTION

A. General Background

MobileMedia Corporation, a Delaware corporation ("MobileMedia"),
MobileMedia Communications, Inc., a Delaware corporation ("Communications"), and the
subsidiaries ofCommunications listed on the cover page of this Disclosure Statement, as debtors
and debtors-in-possession (the "Debtors"), transmit this Disclosure Statement (the "Disclosure
Statement") pursuantto section 1125{b) oftitle 11, United States Code, 11 U.S.c. §§ 101 ~gg,.

(the "Code"), to all known impaired creditors and equity security h2lders of the Debtors in
connection with the solicitation of their acceptance acceptances of the Debtors' Second Third
Amended Joint Plan ofReorganization dated as ofSepteItmel 3 pecember 1, 1998 (the "Plan").
A copy of the Plan, which has been filed with the Clerk of the Bankruptcy Court, is annexed
hereto and made a part hereof as Exhibit A. (Capitalized terms not defined herein have the
meanings ascribed to them in the Plan unless otherwise noted.) This Disclosure Statement
supersedes and replaces the disclosure statement statements previously filed with the
Bankruptcy Court OlI Aagast 25, 1998 and the Plan attached hereto supersedes and replaces the
plan of reoI ganizatiolI Debtorst Second Amended Joint Plan of Reorganization filed with the
Bankruptcy Court on Aagast 20 September 4, 1998.

The Plan proposes a reorganization of the Debtors pursuant to a business
combination with a newly-formed wholly owned subsidiary of Arch Communications Group, Inc.
("Arch"), a Delaware corporation. Under the Plan, existing creditors of the Debtors will receive
in satisfaction of their claims cash or equity securities of Arch, or will have their claims cured and
reinstated pursuant to section 1124 ofthe Code. There will be no recovery for the DebtOIS'
MobileMediats equity security holders. whose Interests in MQb.iI~Mcdia will be cancell~d.

The proposed business combination is reflected in the Merger Agreement among MobileMedia,
Communications, Arch and Farm Team Corp., a wholly-owned special purpose subsidiary of Arch
("Merger Subsidiary"), as amended by the First Amendment thel eto to Agreement and llan of
Merger dated as of September 3, 1998 (the "First Amendment") and the Second Amendment
to Agreement and Plan of Merger dated as of December 1.1998. A composite copy of the
Merger Agreement reflecting the amendments to the Merger Agreement effected by the First
Amendment and the Second Amendment (the "Composite Merger Agreement") is attached
hereto as Exhibit B.

Pursuant to the Merger Agreement, effective simultaneously with the effectiveness
of the Plan, Communications will merge with and into Merger Subsidiary (the "Merger"), with
Merger Subsidiary being the surviving company. As consideration for the Merger, the Plan
provides for the distribution of (a) approximately $479 million in cash to the Debtors' secured
creditors and (b) equity securities and rights to purchase equity securities of Arch to the Debtors'
unsecured creditors that will represent, in the aggregate, a [69.3%] 64.2% to 82.7% ownership
stake in Arch subsequent to the Merger on a Dilated Basis The plecise disuibatioli of these
secl1Iities will be based on tile 11iAlket ptice ofAJeh COII"1l110il Shales l!! detciillilied dUling two
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specified measuring periods. Arch has also agreed to satisfy all ofthe Debtors' administrative
expenses and to assume and satisfy certain liabilities of the Debtors as described below.

The Debtors' bankruptcy cases under chapter 11 of the Code (the "Cases") are
currently pending before the Honorable Peter 1. Walsh, United States Bankruptcy Judge for the
District ofDelaware (the "Bankruptcy Court"). Chapter 11 is the principal business
reorganization chapter of the Code. Under chapter 11 of the Code, a debtor is authorized to
reorganize its business for the benefit of its creditors and stockholders. In addition to permitting
rehabilitation of the debtor, another goal ofchapter] ] is to promote equality of treatment of
creditors and equity security holders of equal rank with respect to the restructuring of debt. In
furtherance of these two goals, upon the filing ofa petition for reorganization under chapter 11,
section 362(a) of the Code generally provides for an automatic stay of substantially all acts and
proceedings against the debtor and its property, including all attempts to collect claims or enforce
liens that arose prior to the commencement of the debtor's case under chapter 11. Recognizing
the need for representation of unsecured creditors in the reorganization process, section 1102 of
the Code provides for the establishment ofa creditors' committee. An official committee of
unsecured creditors (the "Committee") in the Cases was appointed by the United States Trustee
for the District ofDelaware on February 10, ]997.

Confirmation and consummation ofa plan of reorganization are the principal
objectives ofa chapter 1] reorganization case. A plan of reorganization sets forth the means for
satisfying claims against, and interests in, a debtor. Confirmation of a plan requires, among other
things, the affirmative vote of creditors holding at least two-thirds in total dollar amount and more
than one-half in number of the allowed claims in each impaired class ofclaims that have voted on
the plan, and two-thirds in amount ofequity interests in each impaired class of interests that voted
on the plan. Section 1129(b) of the Code, commonly referred to as the "cramdown" provision,
permits confirmation of a plan over the objection of an impaired class under certain
circumstances Confirmation ofa plan of reorganization by a bankruptcy court makes the plan
binding upon the debtor, any issuer of securities under the plan, any person acquiring property
under the plan and any creditor or equity security holder of the debtor. Subject to certain limited
exceptions, the confirmation order discharges the debtor from any debt that arose prior to the
effective date of the plan and substitutes therefor the obligations specified under the confirmed
plan.

The Debtors believe the Plan complies with all requirements of the Code and
provides the best available recovery to creditors and equity secUIitj holders their estates. The
Plan also has the support of the Committee, which will recommend to its constituency that it vote
to accept the Plan. In addition, the Standby Purchasers (defined below), who together hold more

than --$229 million of the--~ million in estimated Unsecured Claims, support and
have agreed to vote in favor of the Plan as currently proposed. The Debtors urge all impaired
creditors to vote to accept the Plan.
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B. The Debtors; Events Leading up to the Filings

The Debtors operate one of the largest paging companies in the United States,
with approximately 3.2 million units in service as of:ftme Septembe.r 30, 1998. Through their
sales offices, nationwide retail distribution network, reseUer and company-operated retail stores,
the Debtors offer local, regional and national coverage to subscri~ersin all 50 states and the
District of Columbia, including local coverage to each of the 100 most populated metropolitan
markets in the United States. The Debtors market their services primarily under the
MobileComm® brand name. MobileMedia, a public company, is the ultimate parent company of
aU the Debtors, and the direct parent of Communications. 1 The Debtors' business is conducted
primarily through Communications. Communications and various subsidiaries of Communications
hold the Federal Communications Commission ("FCC") licenses and, where applicable, state
public utility commission authorizations that grant the Debtors the authority to operate their
paging systems.

The Debtors distribute their paging services using three primary distribution
channels: direct, reseUer and retail. These three channels are described below. The Debtors'
paging and wireless messaging services consist principally ofnumeric and alphanumeric paging
services. As of:hme September 30, 1998, the Debtors had approximately 2.6 million numeric
units in service, representing approximately 81 % of their subscriber base, approximately .6 million
alphanumeric units in service, representing approximately 18% oftheir subscriber base, with other
types ofunits in service representing the remaining number (less than 1% oftheir subscriber base).

Beginning in 1995, MobileMedia grew its business primarily through acquisitions.
In August 1995, the Debtors completed the acquisition of the paging and wireless messaging
business ofDial Page, Inc. ("Dial Page"); in January 1996, the Debtors completed the acquisition
ofMobile Communications Corporation of America ("MCCA"), the paging and wireless
messaging unit ofBellSouth Corporation. During 1996, the Debtors experienced difficulties
executing their post-acquisition business strategy. These difficulties related largely to the process
of integration of the operations ofDial Page and MCCA into those of MobileMedia. As a result,
the Debtors did not achieve expected growth in their subscriber base and revenues, nor did they
realize anticipated efficiencies and cost reductions from the elimination of duplicative functions.

During 1996, the Debtors' financial position deteriorated. As of September 30,

1 MobileMedia also has five direct and indirect wholly owned non-debtor subsidiaries, Proximity
Communications Manager, Inc. (formerly named Locate Manager, Inc.), Proximity
Communications, Inc. (formerly named Local Area Telecommunications, Inc.), Locate-I, Inc.,
Proximity Communications, L.L.c. (formerly named Locate L.L.C.) and Personal Communication
Network Services ofNew York, Inc. (coHectively, the "Locate Entities"). The Locate Entities are
no longer doing business, have reached an agreement with their known creditors (other than
taxing authorities) and, on October 26, 1998, filed chapter 11 cases to wind up their businesses.
~ Section ItA 1.(e).
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1996, Communications was in violation ofcertain financial covenants under its $750 million
senior secured credit agreement (as amended, the "1995 Credit Agreement"), which resulted in a
default under the 1995 Credit Agreement and precluded Communications from borrowing
additional funds thereunder. Communications' obligations under the 1995 Credit Agreement are
guaranteed by MobileMedia and by all the subsidiaries of Communications. In the fall of 1996,
the Debtors commenced negotiations with The Chase Manhatt8J? Bank, the agent (the "Pre­
Petition Agent") for the lenders (the "Pre-Petition Lenders") under the 1995 Credit Agreement,
regarding the terms of a possible financial restructuring.

In press releases issued on September 27 and October 21, 1996, the Debtors
disclosed that misrepresentations had been made to the FCC and that other violations had
occurred during the licensing process for as many as 400 to 500 authorizations, or approximately
6% to 7%, oftheir approximately 8,000 local transmission one-way paging stations. The Debtors
caused an investigation to be conducted by their outside counsel, and a comprehensive report
regarding these matters was provided to the FCC on October 15, 1996. The results of an
expanded investigation were submitted to the FCC on November 8, 1996. As discussed below,
the Debtors are still in the process of resolving these issues with the FCC.

In November and December of 1996, the Debtors sought to modify payment terms
with certain of their larger vendors, some ofwhich had not been paid in accordance with their
scheduled payment terms. In the fall of 1996, Motorola, Inc. ("Motorola"), the Debtors' largest
supplier ofpagers and pager repair parts, informed the Debtors that it would require credit
support to assure payment of approximately $35 million past due accounts payable and would
refuse to accept orders for products or services from, and refuse to make shipments to, the
Debtors pending resolution of the matter. Subsequently, Glenayre Electronics, Inc. ("Glenayre"),
the Debtors' primary supplier of paging terminals, transmitters and related parts, and l\'EC
America Inc. ("'N"EC") and Panasonic Communications & Systems Company ("Panasonic" and,
together 'With Motorola, GlenayTe and 'N"EC, the "Key Suppliers"), the Debtors' secondary
suppliers of pagers, also made demands on the Debtors for payment of their past due accounts in
the aggregate amount ofSl1.8 million.

On November 1, 1996, the Debtors failed to make a scheduled interest payment of
approximately Sll. 8 million on their 93/8% Senior Subordinated Notes due November 1, 2007
(the "93/8% Notes"), which failure was not cured during the thirty day grace period ending
November 30, 1996. In addition, in December 1996 and January 1997, the Debtors failed to
make scheduled interest payments in the aggregate amount of approximately S13.4 million under
the 1995 Credit Agreement.

Negotiations between the Debtors and the Pre-Petition Lenders, the holders of the
93Ja% Notes and certain other outstanding notes (collectively, the "Notes") and the Key Suppliers
continued through late 1996. \\Then it became apparent that the Debtors would be unable, among
other things, to reach agreements with the Key Suppliers to resume shipments of critical inventory
and equipment or to reach agreement with the Pre-Petition Lenders and the holders of the Notes

::OD:-.1.... PCDOCS ~"E\\"YORK84081 I -4-



on the terms of a restructuring of their indebtedness outside ofchapter 11, the Debtors concluded
that they had no practical alternative other than to seek protection under chapter 11 ofthe Code.

On January 30, 1997 (the "Petition Date"), each of the Debtors filed a voluntary
petition for reorganization under chapter II of the Code with the Bankruptcy Court. During the
Cases, the Debtors' management has continued to manage the operations and affairs of the
Debtors as debtors-in-possession under the jurisdiction ofthe Bankruptcy Court.

C. The Disclosure Statement; Voting Requirements

[This Disclosure Statement has been approved by the Bankruptcy Court pursuant
to an order dated , 1998 (the "Disclosure Statement Approval Order") as containing
information of a kind and in sufficient detail to enable a hypothetical, reasonable investor typical
of the holders of impaired Claims to make an informed judgment with respect to voting to accept
or reject the Plan. A copy ofthe Disclosure Statement Approval Order is attached hereto as
Exhibit C.] This Disclosure Statement is being transmitted in connection with the Plan to provide
adequate information to enable holders of Claims entitled to vote on the Plan ("Voting Claims")
to make an informed judgment with respect to such vote.

APPROVAL BY THE BANKRUPTCY COURT OF THIS DISCLOSURE .
STATEMENT DOES NOT CONSTITUTE AN ENDORSEMENT OF ANY OF THE
REPRESENTATIONS CONTAINED IN THIS DISCLOSURE STATEMENT OR IN THE
PLAN, NOR DOES IT CONSTITUTE AN E!\TJ)ORSEMENT OF THE PLAN ITSELF.

EACH HOLDER OF A VOTING CLAIM SHOULD CAREFULLY REVIEW
THE MATERIAL SET FORTH IN THIS DISCLOSURE STATEMENT AND THE EXHIBITS
HERETO IN ORDER TO MAKE AN INDEPE1\TJ)ENT DETERMINATION AS TO
\VHETHER TO VOTE TO ACCEPT OR REJECT THE PLAN. IN ADDITION, ALTHOUGH
THE DEBTORS HAVE MADE EVERY EFFORT TO BE ACCURATE HEREIN, EACH
HOLDER OF A VOTING CLAIM SHOULD APPROPRlATELY REVIEW THE ENTIRE
PL~l\J MTI THE EXHIBITS THERETO BEFORE CASTING A BALLOT.

Accompanying this Disclosure Statement are:

I. A copy of the Plan (attached hereto as Exhibit A)2;

2. A copy of the Composite Merger Agreement (attached hereto as

2 Schedule I to the Plan is attached thereto. The exhibits to the Plan have been filed with, and
are available for inspection at, the office of Clerk of the Bankruptcy Court.
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3.
Exhibit C);

A copy ofthe Disclosure Statement Approval Order (attached hereto as

4. A copy of the audited consolidated financial statements ofCommunications
as ofDecember 31, 1996 and 1997 and for the years ended December 31, 1995, 1996 and
1997, and the unaudited financial statements ofCommunications as of1tme Sentemb£r
30, 1998 and for the six nine-month periods ended 1tme September 30, 1997 and 1998
(attached hereto as Exhibit D);

.5. A copy of (a) unaudited financial projections relating to the Reorganized
Debtors and Arch on a combined basis and (b) unaudited pro forma historical condensed
consolidated financial statements of the Reorganized Debtors and Arch on a combined
basis (attached hereto as Exhibit El;

6. A ballot for accepting or rejecting the Plan by the holders of Voting Claims
(the "Ballot");

7. The notice approved by the Bankruptcy Court for impaired creditors that
states, among other things, the time fixed by the Bankruptcy Court for:

(a) returning Ballots reflecting acceptances and rejections of the Plan;

(b) the hearing on confirmation of the Plan (the "Confirmation
Hearing")'

~ ,

(c) filing objections to confirmation of the Plan;

(d) the filing of administrative claims by certain parties;

(e) filing claims arising from the rejection of leases and executory
contracts; and

(f) filing objections to the Debtors' proposed cure payments in
connection with assumed leases and executory contracts; and~

8. A Preliminary Prospectus included in the Registration Statement described
more fully in Section V.I.3 below, which Preliminary Prospectus is being provided by

3 Schedules I, III and IV to the Merger Agreement are attached thereto. The exhibits to the
Merger Agreement have been filed with, and are available for inspection at, the office ofClerk of
the Bankruptcy Court.
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Arch and is attached hereto as Exhibit F.4

Holders of impaired Claims in Classes 4, 5 and 6 are entitled to vote on the Plan.
TO BE COUNTED, YOUR VOTE MUST BE RECEIVED ON OR BEFORE 5:00 P.M. (NEW
YORK CITY TIME) ON , t9% .l.222 (THE "VOTING DEADLINE").
Signed Ballots should be sent by the Voting Deadline by hand delivery, first class mail postage
prepaid or recognized overnight courier to: .

Bankruptcy Services, Inc.
70 E. 55th Street, 6th Floor
New York, NY 10022-3222
Attention: Kathy Gerber

Ballots received by facsimile (pJher tban master b.aJlots) will nQ1 be counted.

D. Sources of Information

The information contained in this Disclosure Statement was derived from (i) the
Debtors' and Arch's books and records (such as their general purpose financial statements, books
of account and corporate records), (ii) the Debtors' and Arch's public filings and (iii) consultations
with the Debtors' and Arch's officers, senior management, key personnel and various of their
outside professionals, including accounting and financial advisors.

E. General Terms of the Business Combination between the Debtors and Arch and
of the Treatment Under the Plan ofHolders ofClaims and Interests.

The following summary is qualified in its entirety by reference to the Plan and to
the more detailed description of provisions for the Classes created under the Plan set forth in
Section V, "Summary of the Plan ofReorganization". This Disclosure Statement contains only a
summary of the terms of the Plan. It is the Plan and not this Disclosure Statement that governs
the rights and obligations of the parties.

The Plan proposes a merger of the Debtors with a subsidiary of Arch pursuant to
the Merger Agreement. On the Effective Date of the Plan, MobileMedia will contribute its assets
to Communications and then dissolve, and Communications will merge with and into Merger
Subsidiary, a wholly owned subsidiary of Arch, and will continue to operate as a wholly-owned
operating subsidiary of Arch. Arch is described in Section III.

The Plan provides for separate classes of Claims and Interests (individually, a

4 Such Preliminary Prospectus will be replaced by the Final Prospectus included in such
Registration Statement if such Registration Statement becomes effective under the Securities Act
of 1933 prior to the dissemination of the Disclosure Statement.
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"Class" and collectively, the "Classes"). The following chart provides a summary of the
classification and treatment of the Classes under the Plan. As illustrated therein, holders of
secured, administrative and priority Claims will be paid in cash in full the Allowed amount of their
Claims or will be unimpaired,s Holders of unsecured non-priority Claims will receive Arch equity
securities and rights to purchase additional Arch equity securities" Finally, the holders of equity
interests in MobileMedia and of certain claims subordinated by law will receive no distributions
under the Plan and the equity interests in MobileMedia will be cancelled.

Summa!'" Chart ofClaims and Interests"

C1a.s.~ Description

K"A Administrati\'e Claims

~A Priority Tax Claims

Priority Claims

2 ~fisc" Secured Claims

3 Customer Refund Claims

4 Secured Claims und..-r
1995 Credit Agreement

5 Dial Page ~otes

6 ~on·Priority Cnsecured Claims

Estimate ofAggregate
Allowed Claim .~ount

':t:!.~t\H:"¢dciJ::e)
12/10/1998

5120.000·

$11.5 million

5480 million

$2.1 million.

$[4641 million

Paid in full in cash

Paid in full in cash or over time under 1129(aX9XC)

Paid in full in cash

L'nimpaired

l"nimpaired

Paid in full in cash

Paid in full in cash

Arch Stock and Righl.S (or. ifa Class 6 Claim is
Allowed after the distribution ofRighl.S. such holder
will receive cash in lieu ofRighl.S)

i

8

9

~ote Litigation Claims :'iiot estimated

Conunon Stock Claims and IntereSl.S :'iiol estimated

Subsidiary Claims and Interests :'iiol estimated

~o distribution

~o distribution

~o distribution

5 As discussed in Section VIII.C.2" "impairment" is a technical concept under the Code that
refers to any change in the contractual or other rights of a creditor or interest holder. Only the
holders of Claims and Interests that are impaired under the Plan and are receiving distributions
under the Plan are entitled to vote on the Plan.

6 The estimates set forth in this table are for descriptive purposes only, and do not and shall not
constitute an admission as to the Debtors' obligations with respect to any Claim.

7 Most administrative claims were not the subject ofa previous bar date and thus have not been
filed by December 10, 1998. The actual administrative expenses payable by the Debtors (which
will include amounts payable under the DIP Facility) will be significantly in excess of $120,000.
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The holders ofAllowed Class 6 Claims (non-priority Unsecured Claims) wi)]
receive Arch equity securities and rights (described below) to purchase additional Arch equity
securities, which distributions wi)] vary depending on certain factors discussed below.
Specifica)]y, the holders of Allowed Claims in Class 6 will receive from Arch:

(i) 14.35 million Arch Common Shares that will represent between
approximately 7.3%-9.7% -[17.2]% ofthe total number of Arch Common Shares
(on a Diluted Basis) outstanding immediately following the Merger (subject to
adjustment as described in Section Y.A3) Wte "Plan Shares"), and

(ii) Pursuant to a registration statement filed by Arch with the SEC on August
25, 1998 (as amended by Amendment No.1 theleto dated September 16, 1998
and as further amended from time to time, the "Registration Statement"),~
million transferable rights (the "Rights") to purchase for cash "Units" eomprised
offa1 Arch Common Shares or, only for a few large holders of Allowed Class 6
Claims and under certain circumstances described below, Arch Class B Common
Shares (togethel, "Arch Capitai(the "WalUJ Shares") that will represent bet~een
approximately [52. 1%-55.1%-73. 1% t of the total number of Arch Capital Shares
(on a Diluted Basis) outstanding immediately following the Merger (the ''Rights
Offering") and (b) as long as the Buyer Malket Price ofA:rch COlnmon Shales (as
desciibed in Section 'T.1.3 below) is 1Iot less tlla" 56.25, WdllA11tS ('tA:reh
\'J/ailants") to acql1iJc Atch COillillOIl SlImes eqaal to 2.5'>& of the total Ilul11ber of
Ar elr Capital Shares (on a Fully Diluted Basis) outstanding innllediately folIo ~ ing
the Merger. If the Buyer Market Price ofAIch Counnon Shmes is less than $6.25,
no A:rch 'Narrants ~ill be ineluded in the Units. The subscription price of the
Rights (the "Rights Exercise Price") ~ill be 80% o[the lower o[t",o "Buyer
:Pv1atket PI ices" (~ith a iiliIiitnGUI subscription price 0[52.00) as detciiliined dtuing
t '" 0 sepal ate pricing periods $2.00.

In lieu of the foregoing treatment, however, any holder ofa Claim in Class 6 of
$1,000 $2,000 or less may elect, by marking the appropriate box on the Ballot sent to such
holder, to receive cash equal to 50% of its Allowed Claim, or, if such holder's claim is in excess of
$1,000 $2,000, such holder may elect to have its Claim reduced to and Allowed at $1,000 $2.000
and receive S500~ in cash.

Arch is raising the funds to make the cash distributions provided for under the
Plan, through, in part, the Rights Offering described above, which offering is required designed to
yield proceeds of $217 million. In order to ensure that $217 million is so raised, four groups of
the Debtors' unsecured creditors (the "Standby Purchasers") have agreed generally to exercise all
the Rights distributed to them as holders of Allowed Class 6 Claims and to purchase any Hnits
Arch Capital Shares not otherwise purchased through the exercise ofRights. In consideration
ofthese agreements, Arch will distribute Arch participation Warrants UlescribcsLbelow) to the
Standby Purchasers that will enable them to purchase approximately 2.5% 3,68 million Arch
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Capital Shares (approximately 1.9% ofthe total number of Arch Capital Shares (on Fully
Dilated Basis) outstanding immediately following the Merge). Ifa Rights OffeIing Adjastment
shail fta\ie occurred, the Standby Parchasers will be distribated Aich Pmticipation Wmrants
(desclibed below) iIi liea ofAtcll'Nanants).

In connection with the Plan and the Merger Agreement, Arch also intends to issae
cel tain seeUI ities will issue rights to its existing shareholders. If no Rights Offel ing Adjostment
has oceoIIed (i.e., the "Boyer Mmket Priee!! ofAIch Coounon Shales is $6.25 or gleatel), AIeh
will issae Ai ell Wall mlts to its existing slim eholders fOI the pOI ehase of 7% of the oatstanding
AI ell Connuon Shm es on a Fall) Diloted Basis. If a Rights Offel ing Adjustment has oeeUI I ed, the
existing shal eholdel s of At elt will I eeei \I e and be entitled to exel eise, in lieu of these AI eh
Wmrants, rights ("Arch Stockholder Rights") to purchase 44.89 million Arch Common Shares at
§2.00 per share (the "Stockhglder Shares") - the same exercise price applicable to the Rights
issued to holders of Allowed Class 6 Claims. Eaeh At ell shal eholdel that does 110t exel eise its
Ai ell Stoekholder Rights for each Arch Stocli,ho.lder Right that is not exercisedL,.the holder
will have issued to it wanants a warrant (collectively, the "Arch Panicipation Warrants") to
purchase an equal numbel ofAtelt Common Shales. Ifissued mId one Arch Common Share at
an exercise price eoual to $2.00 plus an amount equal to a 20% return thereon from the
Ufective Date ofthe flan through September 1.2001. l1fully exercised, the Arch
Stockholder Rights and Arch Panicipation Warrants issued to Arch's existing shareholders will,
when coupled with Arch's existing shareholders' current holdings of Arch Capital Shares, enable
these shareholders to own 32.175% 35.8% of the Arch Capital Shares, 011 a Fall) Diluted Basis,
outstanding immediately after the Effective Date.

Because the number of Arch Capital §hares outstanding on and fitter tt,s,
Effective Date will depend on how mam- Arch Stockholder Rights and Arch Participation
";arrants have been exercised, the percentage of the outstanding Arch Capital Shares
represented bI the Plan Shares and the Rights Shares have been expressed as a range.

In the Prox,,- Statement described in Section IV.D.2. Arch recenth; made,
public its intention to seek shareholder approval to undertake a reverse stock split. Section
4.llB)(6) of the Plan provides that iftbe Reverse Stock Split (as defined in the Merger
Agreement) is effective prior to or simultaneously with the Effective Date. the number of
issued and issuabl£ Rights Shares and Stockhol~erShares ana the subscription price
therefor. the number Of Plan Shares. the number of Rights in the Bights Reserve and the
number of shares Of Arch Common Stock issuable upon exercise of the Arch Participation
Warrants and the exercise price therefor will be adiusted as set forth in Section 8.18 Of the
Merger Agreement.

The following chart indicates, in summary fonn, the distributions that will be made
to holders ofAllowed Class 6 Claims, the Standby Purchasers and existing Arch shareholders in
connection with the Plan and the Merger Agreement. Reference should be made to the relevant
provisions of this Disclosure Statement, the Plan and the Merger Agreement for a more complete
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description thereof.
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F. Conditions to Effectiveness ofthe Plan

The Bankruptcy Court has scheduled a hearing to consider confirmation of the
Plan. The Code imposes a number ofvoting and other require~entson the confirmation of a
plan. These Code requirements are described in Section VIII, "Conditions Precedent to
Confirmation of the Plan under the Code".

In addition, certain conditions specified in the Plan and the Merger Agreement
must be satisfied or waived prior to the Effective Date of the Plan in order for the Merger to be
consummated and the Plan to become effective. As discussed in Sections II.A. 8 and IV F 2, one
such condition is that the transfer of the Debtors' FCC licenses and authorizations as
contemplated by the Merger has been approved by the FCC, including pursuant to a doctrine
known as Second Thursda)'. A summary of these conditions is set forth in Section V B,
"Conditions to Effectiveness of the Plan" and in Section IV D, "Summary of the Merger
Agreement;"! and reference is made to the terms of the Plan and the Merger Agreement, which
are attached hereto as Exhibits A and B, respectively.

II. DESCRIPTION OF THE DEBTORS

A. Background Information Regarding the Debtors

The following information provides a brief summary of the business of the
Debtors· Attached hereto as Exhibit D are the 1996 and 1997 audited consolidated financial
statements of Communications, which provide certain historical financial information regarding
the Debtors. In addition, since the Petition Date, the Debtors have filed Monthly Operating
Reports with the Office of the United States Trustee for the District of Delaware (the "Operating
Reports"), and have filed a copy of each Operating Report v.ith the SEC as an exhibit to a
Current Report on Form 8-K. Financial statements included in the Debtors' periodic reports for

8 Because MobileMedia was unable to comply with certain accounting requirements and,
therefore, to issue audited financial statements in compliance with generally accepted accounting
principles, it was unable to file its Report on Form 10-K for the year ending December 31, 1996
or its Report on Form 10-Q for the fiscal quarter ending March 31, 1997. Accordingly,
MobileMedia was unable to comply with the continued listing requirements of the NASDAQ
National Market ("NASDAQ") and, on June 3, 1997, MobileMedia voluntarily delisted its Class
A Common Stock from the NASDAQ. Since the filing of the September 1996 Form 10-Q,
MobileMedia has not filed any periodic reports under the Securities and Exchange Act of 1934, as
amended, other than Current Reports on Form 8-K. The 1996 and 1997 audited consolidated
financial statements of Communications attached hereto as Exhibit D were not completed until
August 20, 1998.
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all periods since February 1997 were not been prepared in accordance with generally accepted
accounting principles ("GAAP") due to the Debtors' inability at the time of such filings to
determine the amount ofan impairment loss related to long-lived assets pursuant to Financial
Accounting Standard No. 121, are unaudited and have been revised periodically based on
subsequent determinations ofchanges in facts and circumstances impacting previously filed
unaudited financial statements. The audited financial statements of Communications attached
hereto as Exhibit D reflect adjustments from the unaudited stateinents, including, but not limited
to, an impairment adjustment of$792.5 million recorded as ofDecember 31, 1996.

1. Qverview ofthe Debtors' HistoQ-' and Qperations.

(a) The MTI Acquisition. The Debtors' business originally derives from
the paging business formed by MetroMedia Telecommunications, Inc. through numerous
acquisitions in the 1980's. In 1987, SBC Communications, Inc. ("SBC"), formerly Southwestern
Bell Corporation, acquired MetroMedia Telecommunications, Inc. ("MIl") and continued to
operate the paging business under the "MetroMedia" name.

Qn December 30, 1992, Local Area Telecommunications, Inc. ("Locate") entered
into a stock purchase agreement (the "MIl Purchase Agreement") to acquire the stock of MIl
from SBC for $308 million, subject to certain adjustments (the "MIl Acquisition"). MobileMedia
and the predecessor of Communications (the "Predecessor") were formed by Locate in September
1993 to effect the MTI Acquisition. Locate's rights under the MTI Purchase Agreement were
contributed to MobileMedia in exchange for which MobileMedia issued 4,375,000 shares of Class
B Common Stock to Locate, and MobileMedia's rights under the MTI Purchase Agreement were
contributed to the Predecessor.

In order to provide a portion of the financing for the MTI Acquisition, Locate and
MobileMedia entered into a stock purchase agreement with Hellman & Friedman Capital Partners
II, L.P. and certain other investors (collectively, the "H&F Investors"), dated as of Qctober 11,
1993, as amended (the "H&F Purchase Agreement"). Pursuant to the H&F Purchase Agreement
and concurrently with the consummation of the MTI Acquisition, MobileMedia sold to the H&F
Investors for $150 million (i) 14,999,995 shares of Class A Common Stock of MobileMedia and
(ii) warrants to purchase 456,283 shares of Class A Common Stock ofMobileMedia at $.001 per
share (the "H&F Investment"). The proceeds of the H&F Investment were contributed by
MobileMedia to the Predecessor, and the Predecessor used such proceeds, the net proceeds from
the issuance of $210,000,000 aggregate principal amount at maturity of 10YS% Senior
Subordinated Deferred Coupon Notes due December 1,2003 (the "10WYo Notes") and initial
borrowings under a bank credit facility to pay the purchase price and transaction fees and
expenses incurred in connection with the MTI Acquisition. Concurrently, the Predecessor
merged with and into MTI, with the result that MTI became a wholly owned subsidiary of
MobileMedia, and MTI was renamed "MobileMedia Communications, Inc." As a result of the
MIl Acquisition, Communications had approximately 1.2 million units in service as of December
31, 1993.
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(b) The Dial Page Acquisition. On August 31, 1995, Communications
purchased the paging and wireless messaging business ofDial Page, Inc. (the "Dial Page
Acquisition"). The purchase price of the Dial Page Acquisition was largely financed through an
initial public offering of 8,800,000 shares ofMobileMedia Class A Common Stock which, at a
price to the public of$18.50 per share, generated net proceeds ofapproximately $151.9 million,
which proceeds were contributed to Communications. The total.purchase price of the Dial Page
Acquisition was $187.4 million, which included the assumption of$85 million outstanding
principal amount of the Dial Page 12114% Senior Notes due 2000 (the "Dial Page Notes").
Concurrently with the transaction, Communications repurchased all but approximately $1.6
million of the Dial Page Notes. The Dial Page Acquisition added approximately 0.4 million units
in service in the southeastern United States to Communications' subscriber base.

(c) The MobileComm Acquisition. On January 4, 1996,
Communications purchased MCCA (the "MobileComm Acquisition"), the paging and wireless
messaging unit of BellSouth Corporation ("BellSouth"), and an associated nationwide two-way
narrrowband 50/12.5 kHz PCS license. The purchase price for the MobileComm Acquisition was
$928.7 million. The purchase price of the MobileComm Acquisition was financed by (i)
MobileMedia's public offering of 15,525,000 shares ofClass A Common Stock which, at a price
to the public of $23.75 per share, generated net proceeds ofapproximately $354.9 million, of
which $340 million was contributed by MobileMedia to Communications, (ii) a concurrent public
offering by Communications of $250 million aggregate principal amount at maturity of 93/8%
Notes and (iii) loan facilities aggregating $750 million, consisting ofa $550 million secured term
loan facility and a $200 million secured revolving loan facility (the" 1995 Credit Facility"),
evidenced by the_1995 Credit Agreement. $500 million of the secured term loan facility was used
as consideration for the MobileComm Acquisition. $50 million of the 1995 Credit Facility was
used to repay Communications' former credit facility. The MobileComm Acquisition added
approximately 1.7 million units in service to the Debtors' subscriber base.

(d) Post-Acquisition Operations. Since consummating the Dial Page
Acquisition and the MobileComm Acquisition, the Debtors have experienced difficulties
integrating the acquired businesses and have experienced serious financial difficulties. During
1996, the financial results of the Debtors were negatively impacted by the continuing costs and
increased subscriber "chum" associated with the attempt to integrate the business operations of
MobileComm and Dial Page with the preexisting business of the Debtors.9

Since the Petition Date, the Debtors have been engaged in restructuring their
operations with the objective of improving performance, principally in the areas oforder entry,
billing and collections, inventory controls, management information systems conversion and

9 "Chum", typically measured on a monthly basis, is the percentage loss ofa paging company's
subscriber base. Because ofthe various expenses associated with chum, and because of the fact
that it may be indicative of operational problems, it is highly desirable for a paging company to
maintain a low chum rate.
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customer service. The Debtors also have undertaken cost reduction analyses and have taken
actions that have the objective ofreducing telecommunications, subcontracting and lease
expenses, among others. In addition, the Debtors have sought to refocus their marketing and
sales efforts in an attempt to achieve unit additions consistent with positive cash flow, and are
continuing to change their management structure with the objective ofestablishing profit and loss
accountability in each market.

(e) The Locate Entities. As noted above, the Locate Entities are five
subsidiaries ofMobileMedia that ceased doing business in 1996 but that did not file bankruptcy
petitions with the Debtors. The Locate Entities formerly operated as a competitive access
provider, providing (i) local digital microwave distribution services and facilities to large
corporations and to interexchange and other common carriers, and (ii) local, long distance and
international switched services. The assets of the Locate Entities were sold in a series of
transactions, culminating in a sale to WinStar Communications, Inc. ("WinStar") in October 1996
of substantially all the remaining assets of the Locate Entities in exchange for notes payable by
WinStar in the principal amount of$17.5 million (the "WinStar Notes"). On April 7, 1997,
WinStar paid the amounts owing on the WinStar Notes, except for certain amounts withheld to
cover liabilities for New York City commercial rent taxes, New York State bulk sales taxes and
certain property taxes.

MobileMedia believes that the liabilities of the Locate Entities exceed their assets.
Since the Petition Date, MobileMedia has been working with officers of the Locate Entities
(including Joseph A. Bondi, also a MobileMedia officer) to quantify potential liabilities against the
Locate Entities. In particular, the Locate Entities are working with their financial advisors to
assess and establish an appropriate reserve for outstanding and potential tax liabilities. In addition
to existing and potential tax claims, the Locate Entities are aware of the follov.ing creditors of the
Locate Entities and their claimed amounts: (i) Hellman & Friedman Capital Partners II, L.P.
("Hellman & Friedman"), a significant shareholder ofMobileMedia, for the principal amount of
$7.3 million, plus $2.69 million of interest from February, 1995 through December 31, 1997,
based on certain promissory notes executed by one of the Locate Entities in 1995; (ii) certain
trusts ofv.'hich G. Jeffrey Mennen is a trustee (collectively, "Mennen"), for the aggregate principal
amount of $1°million, together with an unspecified amount of interest thereon (currently
estimated to be approximately $3 million), based on promissory notes executed by one of the
Locate Entities in 1994 (collectively, "Mennen Claims"); (iii) R. Craig Roos, a former officer of
the Locate Entities, for approximately $2.6 million, based on severance and related claims under
an employment agreement; and (iv) Kenneth Curtin, a former officer of the Locate Entities, for
approximately $1 million based on severance and related claims under an employment agreement.
Hellman & Friedman asserts that its claims are senior to the Mennen Claims by virtue of a
subordination agreement among Hellman & Friedman, Mennen and Locate. In addition,
MobileMedia has asserted a claim for reimbursement against the Locate Entities in the
approximate amount of$50,000.

To date, In December 1997, Kensington & Ressler L.L.c. was retained ,flJ
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outside counsel to assist management of the Locate Entities have paid apploximately $1.1
IniUion to various taxing aC1thorities and ha~e made two intuim distlibC1tions to their creditors
(othel than MobileMedia) in the aggregate amoC1nt of 5718,479, as follows. Jerry Mc"':t:ndlews (no
longel a cleditol orthe Locate Entities) = $25,000, JOIDt Davenport (who is believed no longer to
be a creditol of the Locate Entities) == $2,216, KelDteth Cuuin = $191,263, R. Claig Roos -­
$200,000, MelDten =·$150,000, and in resplving witbJJWtJmown creditors all issues related
to the validity. extent and priority ot$laims against the Locate Entities' A consensual
resolution oUbese issues was reacbed and is rdlected in a creditor agreement dated as of
September 2. 1998 among tbe Locate Entities. M.2IWeMsdia. IIcJlman & Friedman.
Mennen. M[" Roos and ML Curtin Obe "Creditor Agreement"). gn September 24.1998.
the Bankruptcy Court overseeing the M2Jli1sMedia Cases autborized and approved J\1r
settlement o~ lhe claims between MRbilcMc<Iia a"'Llh, ,Locate Entities and authorized
MuUeMedia to cause tbe ycate Enlities to make an jnitial.distribution of funds pursuant
to the terms 0Uhe Creditor Agr"menl as (oJIRws; (0 Mennen - 56.513,40,.00. (jj) Hellman
& Friedman - $150,000. SC1ch payntents and interin. dishibCltions will redC1ce antOC1nts C1ltimatel)
to be distribC1ted to such cleditoLS. SC1bstantiall) ail OfSC1eh inte1im dishibutions wele nrade
withoC1t plejC1dice to al1) rights ofS4.940.281.00.(jjj) Roos $450.466.00. Civ) Curtin
5500.570.00 and Cy) 532,114,00 to MobileMedia in salisfaetion of its claim for
reimbursement of professional fees. payroll taxes and bUlk sales taxes associated with ll!s
WinStar sale, togetber with an additional $69.978.72 from a segregate4,bank account beld
~ the Locate Entities. The Locate Entities explessly lesened theil lights to dispute such claims
of creditol s, and substantially ail of the intel im diSh ibC1tions to Cl editol s wei e made expl essly
subject to I eeo Ii ery if such claims are not ultimately established. for reimbursement of some of
the amounts advanced bx MobileMedia on b,i;b.aJf at the Locate Eptities in canneClian witp
the closing af tbe sale af tbe Lacate Entities' assets and related transactions.10 Aside fram
the parties ta the Creditar Agreement and patential claimants sucb as various taxing
autharities and governmental units and the parties to the Torr Litigation Cas defined
below), MQbileMcdia is unaware of an)' claims against the assets of the Locats Entities by
anx creditors of the Debtars.

In addition to the claims described above, one of the Locate Entities is a named
defendant in a lawsuit currently pending in New York Supreme Court relating to claims by two
individuals seeking damages of $65 million for defamation and intentional infliction ofemotional
distress in connection with alleged false and defamatory statements transmitted over an electronic
paging network Uhe "Iarrj.,itigatian''l. The Locate Entities believe that the plaintiffs'
plaintiffs' allegations are without merit and are vigorously defending the action.

]0 Prior to their entry into the Creditor Agreement, the Locate Entities had paid approximately
$1.1 million to various taxing authorities and had made two interim distributions to their creditors
(other than MobileMedia) in the aggregate amount of $718,479, as follows: Jerry McAndrews
(no longer a creditor of the Locate Entities) -- $25,000; John Davenport (who is believed no
longer to be a creditor of the Locate Entities) -- $2,216; Kenneth Curtin -- $191,263; R. Craig
Roos -- $200,000; Mennen -- $150,000; and Hellman & Friedman -- $150,000.
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On Qctober 26. 1998. each of the Locate Entities (iled voluntary a chapter 11
petition with the United States Bankruptcy Court. District of Qelaware. Case No. 98-2434
<PJW) (jointly a",ministered) for the pumose of winding UP their estates. To date. tile
Locate Entities have been unable accurately to quantify and resolve potentiaulaims of
taxing authorities and governmental units <the "Tax Claims") arising ([om tbe Locate
Entities' conduct of operations in 28 djfferent states. Th,£ Lpcate Entities contemplate that
by filing their chapter 11 cases. thex will be able to fix and resolve potential_Tax Claims. as
well as potential administrative claims and potential.4isputed and..oJher claims that max be
asserted against them. Pursuant to an order of the bankruptcy court overseeing the Locate
Entities' bankruptcy proceedings. the last date for filing proofs o(,laim against thsr Locate
Entities by all crc4itors other than governmental units is Desember 30. 1998; governmental
units must file proofs o( claim befgre April 26. 1999 or be forever barred. It is currently
anticipated that once all liabilities of the Locate Entities ~ill be liquidated pUlsuant to a chapter
11 filing in ordel to emct a consensual allocation and distribution of assets to theh c! edito! s. In
December 1997, Kensington & Ressle! L.L.C. VI' as Ietained as oatside counsel to assist
management of have been ascertained through the bankruptC)' claims process. the Locate
Entities in resolving ~ith their knoVl'n creditors all issaes relating to the \lalidity, extent arld
pr io! it} of claims against the Locate Entities. A consensual! esolation of these issues ~ as reached
and is reflected in a CI editor Agr eement dated as of Septembel 2, 1998 anto!tg the Locate
Entities, MobileMedia, I Iellman & Friedman, Melmen, Mr. Roos and Mr. Cartain. Other than
such kno~n creditors, MobileMedia is not Awale of an} claims against the assets of the Locate
Entities by alIY creditors of the Debtors. It is anticipated that the liqaidation of the Locate Entities
will be cOnlpleted priol to the Effecti t e Date of the Plan. will file a plan of liquidation
consistent with the Creditor Agreement.

2. Networks and Licenses.

(a) General. The Debtors operate local, regional and national paging
networks. The Debtors' networks enable customers to receive pages over a broad geographical
area. The extensive coverage provided by this network infrastructure provides the Debtors with
an advantage over certain competitors whose networks lack comparable coverage in securing
accounts with large corporate clients and retail chains, who frequently demand national network
coverage from their paging service provider.

Although the Debtors' networks provide local, regional and national coverage, the
Debtors' networks operate over numerous frequencies and are subject to some capacity
constraints in certain geographic markets. The use of multiple frequencies adds complexity to
inventory management, customer service and order fulfillment processes. Certain of the Debtors'
networks utilize older technologies and are comparatively costlier to operate. Although the
capacity of the Debtors' network infrastructure varies significantly market-by-market, customer
usage of the Debtors' systems is close to capacity in several markets, thus limiting future growth
in such markets in the absence ofadditional capital investment.
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The Debtors are seeking to improve overall network efficiency through the
deployment ofnew paging terminals, the consolidation ofsubscribers on fewer, higher capacity
networks and increasing the transmission speed (baud rate) ofcertain of their existing networks.
The Debtors believe their investments in their network infrastructure will facilitate and improve
the delivery ofhigh quality paging services while at the same time reducing associated costs of
such services.

(b) Nationwide wireless networks. The Debtors operate two
nationwide 900 MHz networks. As part of the MobileComm Acquisition, the Debtors acquired
MCCA's fully operational nationwide wireless network (the "8875 Network"), which was
upgraded in 1996 to incorporate high-speed FLEXTM technology developed by Motorola. In
addition, in 1996, the Debtors completed the construction ofa second nationwide network that
uses FLEXTM technology (the "5375 Network"). The use ofFLEXTM technology significantly
increases transmission capacity and represents a marked improvement over other systems that use
older paging protocols.

(c) Nationv.lide two-way narrowbandpes networks. Narrowband PCS
networks enable paging companies to offer two-way paging services and to make more efficient
use of radio spectrum than do non-PCS networks. The Debtors purchased five regional licenses
through the FCC's 1994 auction ofnarrowband PCS licenses, providing the equivalent of a
nationwide 50 kHz outboundll2.5 kHz inbound PCS system. In addition, as part ofthe
MobileComm Acquisition, the Debtors acquired a second two-way narrowband PCS license for a
nationwide 50 kHz outboundll2.5 kHz inbound system.

In order to retain their narrowband PCS licenses, the Debtors must comply with
certain minimum build-out requirements. With respect to each of the regional PCS licenses
purchased at the FCC's 1994 auction, the Debtors are required to build out the related PCS
system to cover 150,000 sq. km. or 37.5% of each of the five regional populations by April 27,
2000 and 300,000 sq. km. or 75% ofeach of the five regional populations by April 27, 2005.
With respect to the nationwide PCS license acquired as part of the MobileComm Acquisition, the
Debtors are required to build out the related PCS system to cover 750,000 sq. km. or 37.5% of
the U.S. population by September 29, 1999 and 1,500,000 sq. km. or 75% of the U.S. population
by September 29,2004. In each instance, the population percentage will be determined by
reference to population figures at the time of the applicable deadline. The Debtors estimate that'
the costs of these minimum build-outs (which would not be sufficient for the Debtors to provide
significant narrowband PCS applications) could be as much as approximately $9 million. The
Debtors have concluded that, given the expected high demand for nationwide alphanumeric
services, the potential demand for guaranteed receipt services and the Debtors' high fixed costs
for maintaining and building out their existing networks, the most economical means for satisfying
projected demand is for the Debtors to construct a fully operational narrowband PCS network
with ReFLEX 25™ capability. The Debtors estimate that they will be able to complete the
construction economically relative to other methods ofnetwork construction using their existing
nationwide network infrastructure and supplementing it with additional transmitters and with
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receivers. On May 12, 1998, the Bankruptcy Court authorized the Debtors to expend up to $16
million during 1998 in connection with the buildout of the network necessary to support
narrowband PCS services.

3. Paging and Messaging Services and Products.

(a) Paging andMessaging Services.' The Debtors currently offer a
variety of paging and messaging services. To send a page to a subscriber of the Debtors, a party
must initiate contact with a paging terminal. This is typically accomplished, depending on the
type of paging service, by use ofa touch-tone telephone, with the assistance of an operator
employed by or working on behalf of the Debtors or through software loaded onto the sender's
personal computer, an input device or the Internet. The paging terminal then sends an encoded
message to the Debtors' transmitter network, which broadcasts the call to its geographic service
area. This broadcast signal is received by the subscriber's pager, which decodes the information,
alerts the subscriber and displays the message received. The main paging services offered by the
Debtors are:

• Numeric (Digital Display) Paging Service. Numeric paging
service permits a caller, using a touch-tone telephone, to transmit to a
subscriber a numeric message consisting of a telephone number, an account
number or coded information. Numeric pagers have memory capability to
store several such numeric messages which can be recalled by a subscriber
when desired. As offune Septembtr 30, 1998, the Debtors had
approximately 2.6 million numeric units in service.

• Alphanumeric Paging Service. Alphanumeric paging service
allows subscribers to receive and store messages consisting of both letters
and numbers. Alphanumeric pagers have sufficient memory to store
numerous messages. This service has the capability to tie into computer­
based networks to provide advanced messaging services. Callers may send
messages either by using an operator dispatch center, a personal computer
equipped with a modem and MessageSoft software or a portable
alphanumeric input device, such as the AlphaMaten

! manufactured by
Motorola. Internet and WorldWide Web access is also possible for many
alphanumeric paging customers. As of ftme September 30, 1998, the
Debtors had approximately .6 million alphanumeric units in service.

• Other Services. In addition to local, regional and nationwide
paging service -- both numeric and alphanumeric -- the Debtors offer a
variety ofenhanced services such as voice mail and voice mail notification,
e-mail notification and news, sports reports and stock quotes.

(b)
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service contract with the Debtors that provides for either the purchase or lease of pagers and the
payment ofair time and other charges. The Debtors also sell their services in bulk quantities to
resellers, who subsequently sell the Debtors' services to end-users. Resellers are responsible for
sales, billing, collection and equipment maintenance costs. As ofhme September 30, 1998,
approximately 5e% 49% ofunits in service were purchased either by subscribers or by resellers,
and approximately 5e% 51 % were owned by the Debtors and leased to subscribers.
Customer-owned and -maintained pagers and those owned by iesellers do not require capital
investment by the Debtors, unlike Debtor-owned pagers leased to subscribers.

The Debtors sell other products and services, including pagers and accessories and
pager replacement and maintenance contracts.

4. Sales and Marketina.

(a) General. The Debtors' sales and marketing efforts are directed
toward adding additional units with existing subscribers and identifying new potential subscribers.
Subscribers to the Debtors' paging and wireless communications services generally have been
individuals and organizations whose employees are highly mobile or whose business involves
multiple work locations and who are required to remain in contact at all times. Traditional
subscribers include medical personnel, sales and service organizations, specialty trade
organizations, manufacturing organizations and governmental agencies. However, paging
services are increasingly appealing to mass market consumers for private, non-business uses such
as communicating with family and friends.

(b) Sales Channels. The Debtors market their paging services through
three primary sales channels: direct, reseller and retail.

• Direct. In the direct channel, the Debtors lease or sell pagers
directly to their customers and bill and service such customers. The
Debtors' direct customers range from individuals and small- and
medium-sized businesses to Fortune 500 accounts and government
agencies. Business and government accounts typically exhibit lower chum
rates than consumer accounts. The direct channel will continue to have the
highest priority among the Debtors' marketing and sales efforts, given its
critical contribution to recurring revenue and projected growth. The
Debtors are engaging in efforts to improve sales productivity and
strengthen their direct channel sales force, which suffered from high
turnover and open positions during much of 1997. In addition, the Debtors
commenced implementing consumer direct marketing techniques in 1998.
As ofitme September 30, 1998, the direct channel accounted for
approximately 79% of recurring revenue.

• Reseller. In the reseller channel, the Debtors sell access to their
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transmission networks in bulk to a third party, who then resells such
services to the end users (usually consumers or small businesses). The
Debtors offer paging services to resellers at bulk discounted rates. The
third party reseller provides customer service, is responsible for pager
maintenance and repair costs, invoices the end user and retains the credit
risk of the end user, although the Debtors retain the credit risk of the
reseller. Because resellers are responsible for customer equipment, the
capital costs that would otherwise be borne by the Debtors are reduced.

The Debtors' resellers generally are not exclusive distributors of the
Debtors' services and often resell paging services ofmore than one
provider. Competition among service providers to attract and maintain
reseller distribution is based primarily upon price, including the sale of
pagers to resellers at discounted rates. Going forward, the Debtors intend
to be an active participant in the reseller channel, but to concentrate on
accounts that are profitable and where longer term partnerships can be
established 'with selected resellers. As ofnme September 30, 1998, the
reseller channel accounted for approximately 11% of recurring revenue.

• Retail. In the retail channel, the Debtors sell pagers to retailers
and, after the consumer purchases the pager from the retailer, the consumer
contacts the Debtors to activate service. The retail channel is targeted at
the consumer market and consists primarily of national retail chains.
Consumers served by the retail channel typically purchase (as opposed to
lease) paging units, reducing the Debtors' capital investment requirements
in pagers. Subscribers obtained through retailers are billed and serviced
directly by the Debtors. Retail distribution permits the Debtors to
penetrate the consumer market by supplementing direct sales efforts. As of
nme September 30, 1998, the retail channel accounted for approximately
10.5% 10% of recurring revenue.

5. Suppliers and Equipment Vendors.

The Debtors do not manufacture any of the pagers or related transmitting and
paging terminal equipment used in their paging operations. The Debtors currently purchase
pagers from a limited number of suppliers and in turn sell or lease the pagers to their subscribers.
Motorola is the primary supplier of pagers to the Debtors. Glenayre is the Debtors' primary
supplier of paging terminals, paging transmitters and voice mail system equipment. On February
6, 1997, the Debtors obtained Bankruptcy Court approval to pay the pre-petition outstanding
accounts payable owing to their Key Suppliers, in exchange for which each of-Motorola, NEC,
Panasonic and Glenayre entered into post-petition supply agreements with the Debtors.
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6. Assets of the Debtors.

In addition to their FCC licenses and network infrastructure (which includes radio
transmission and satellite uplink equipment), the Debtors have the following categories ofassets:

(a) pagers (including both pagers held as fixed assets for lease and
pager inventory for sale), pager parts and accessories;

(b) their subscriber base and related accounts receivable;

(c) intellectual property;

(d) owned real estate and improvements;

(e) certain leased assets;

(f) computer and telephone systems and equipment;

(g) furniture, fixtures and equipment;

(h) the ownership ofone-third of the equity of Abacus
Communications Partners, L.P.;

(i) goodwill and other intangibles; and

G) cash and cash equivalents.

7. Material Litigation and Claims against the Debtors.

(a) Pending FCC Action. In press releases issued on September 27
and October 21, 1996, the Debtors disclosed that misrepresentations had been made to the FCC
and that other violations had occurred during the licensing process for as many as 400 to 500
authorizations, or approximately 6% to 7%, of their approximately 8,000 local transmission
one-way paging stations. The Debtors caused an investigation to be conducted by their outside
counsel, and a comprehensive report regarding these matters was provided to the FCC on
October 15, 1996. In cooperation with the FCC, outside counsel's investigation was expanded to
examine all of the Debtors' nationwide paging licenses, and the results of that investigation were
submitted to the FCC on November 8, 1996. Since November 8, 1996, the Debtors have
continued to provide additional information to the FCC.

On January 13, 1997, the FCC issued a Public Notice relating to the status of
certain FCC authorizations held by the Debtors. In the Public Notice, the FCC announced that it
had (i) automatically terminated approximately 185 authorizations for paging facilities that were
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not constructed by the expiration date of their construction permits and remained unconstructed,
(ii) dismissed approximately 93 applications for fill-in sites around existing paging stations (which
had been filed under the "40-mile rule") as defective because they were predicated upon
unconstructed facilities and (iii) automatically terminated approximately 99 other authorizations
for paging facilities that were constructed after the expiration date of their construction permits.
With respect to the constructed stations, the Public Notice pern:ritted the Debtors to continue to
operate those stations on an interim basis until further action by the FCC.

On April 8, 1997, the FCC issued an Order commencing an administrative hearing
to inquire into the qualification of the Debtors to remain an FCC licensee. The Order directed an
administrative law judge ("ALJ") to take evidence and develop a full factual record on issues
concerning the Debtors' filing offalse forms and applications in connection with their applications
for paging licenses. While the Order initiated a fact-finding and evaluative hearing process to
gather information with which to make a decision, the FCC directed the ALJ to make a
recommended decision only as to factual matters. Decisions as to the conclusions oflaw, the
disposition of the case and any appropriate sanctions were reserved to the FCC. During the
proceeding, the Debtors would continue to operate in the ordinary course and provide
uninterrupted service to customers

On April 23, 1997, the Debtors filed a motion with the ALJ seeking a stay of the
hearing proceedings instituted by the April 8 Order. The Debtors sought the stay on the ground
that, absent a stay, the uncertainty created by the hearing process would likely inflict material
irreparable damage on the Debtors' business. In the motion, the Debtors also sought confirmation
that the Debtors' operations could be preserved through an assignment or transfer of control of
the Debtors' Licenses consistent with an FCC doctrine known as Second Thursday. II On May 5,
1997, the ALJ denied the Debtors' motion for a stay.

On June 6, 1997, as a result the Debtors' request for FCC review of the ALJ's
order, the FCC issued a ten-month stay of the hearing. The ten-month stay is intended to provide
the Debtors with an opportunity to comply with the FCC's Second Thursday doctrine. The
Second Thursday doctrine balances the FCC's interests with the Code's policies of preserving
value for creditors by permitting a company to transfer its licenses as long as the individuals
charged with misconduct (i) would have no part in the proposed operations and (ii) would receive
either no benefit from the transfer or only a minor benefit that would be outweighed by equitable
considerations in favor of innocent creditors. The Debtors believe they will satisfy the
requirements of Second Thursday pursuant to the proposed Plan. FCC approval of the transfer of
the Debtors' licenses pursuant to the Plan is a condition to effectiveness of the Plan. Such
approval, if granted, will terminate the pending proceedings into the Debtors' qualification to
remain an FCC licensee. On March 27, 1998, the Debtors filed a request with the FCC to extend
the ten-month stay for an additional six months, in order to provide the Debtors with sufficient

11 This policy derives from the FCC's decision in In re Second Thursda)' Corp., 22 F.C.C.2d 515
(1970), reconsideration ~ranted in part, 25 F.C.C.2d 112 (1970).
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time to complete their reorganization process and to continue discussions among the various
partes in interest. This extension request was granted by the FCC on June 4, 1998.

On September 2, 1991~ilcMedia and Arcb I1led a joint Second Ihund.ax
application. MabileMcsUalWieves tbe lIan satisfies the conditions of Second Ihursda)".
~ October 5, 1998. a supPlement was OWl to notif" the FCC of certain mQdjfications to
the llan and !be Merger Agreement. The application waS acseptedjor filing by publ!S
notke dated OctQber 15. 1998! On OctQber 16, I 998! M.qlzikMcdia and Arch file" a joint
supplement ofAata requested by the staII RUbe "'ireless IsleSQmmunications Bureau to
assist in their evaluation of the apPlication! lablis comments on the Second, Dursdax
application were due lSoyember 16,1991. pn that date. tbe fCC'S Wireless
l'deSQmmunicatiops Bureau and the ,Pre-Petition Ltmdeg filed comments generallx
supporting grant of the applisation and prb;tal CommunisatiQns CornQration submitted
Izrief informal somments opposing the apPlication's request to terminate the hearing and to
waive the application fees. M.slbileMWia, Arsb, an"lhc Pre-Petition Lenden each
submitted timel)" reply comments on or Izefore November 27, 1998 and Davi" A, Bayer
submitted B Izriefinformal response to Qr.hitaljJettcr, Ihe des;gnates[plea"ing cycle on
the Second ThursdaY application is now closed.

(b) Securities Class Actions. Prior to the Petition Date, five actions
allegedly arising under the federal securities laws were filed against MobileMedia and certain of its
officers, directors and underwriters in the United States District Coun for the District ofNew
Jersey. These actions were subsequently consolidated as In re MobileMedia Securities Litiaation,
No. 96-5723 (AJL) (the "New Jersey Actions"). A consolidated amended complaint (the
"Complaint") was filed on November 21, 1997. The Complaint does not name MobileMedia as a
defendant, but alleges that (i) cenain former officers ofMobileMedia deceived the investing public
in violation of section 1O(b) of the Securities Exchange Act of 1934 (the "Exchange Act") and
Rule 10b-5 promulgated thereunder and section 20(b) of the Exchange Act by making false
statements or omissions in press releases and public filings between June 29, 1995 and September
27, 1996 (the "Class Period"), and (ii) cenain officers, directors and underwriters ofMobileMedia
violated sections 11, 12(a)(2) and 15 of the Securities Act of 1933 (the "Securities Act") by
failing to disclose information in offering documents filed with the Securities and Exchange
Commission (the "SEC") on or around November 7, 1995 in connection with the secondary
offering of MobileMedia common stock and 93Js% Notes.

The plaintiffs in the New Jersey Actions allege that, as a result of alleged
misrepresentations, purchasers ofMobileMedia common stock and 93/8% Notes suffered hundreds
of millions of dollars in damages as the truth concerning, among other things, the severe problems
with MobileMedia's growth strategy and its submission offalse license applications to the FCC
began to emerge and the price ofMobileMedia securities dropped.

In June 1997, the Debtors initiated an Adversary Proceeding in the Bankruptcy
Coun to stay the prosecution of the New Jersey Actions. The basis of the Debtors' motion for a
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stay was,~ ilia, that the continued prosecution of the New Jersey Actions would interfere with
the Debtors' efforts to reorganize and would deplete the assets of the estate.

Pursuant to a Stipulation entered into among the Debtors and the plaintiffs in the
New Jersey Actions and "So Ordered" by the Bankruptcy Court on October 31, 1997, the
plaintiffs in the New Jersey Actions may could conduct only limited discovery in connection with
the New Jersey Actions and may could not file any pleadings, ·except responses to motions to
dismiss, until the earlier of September 30, 1998 and the Effective Date of the Plan. Subsequent to
the expiry of this stay, the New Jersey Actions ~iH be were allowed to proceed against the named
defendants. On October 21. 1998, the district court depied a motion to dismiss that had
previouslxJ2een filed by the ds,fendants in th,t.New Jersey Actions.

In addition to the New Jersey Actions, two lawsuits were filed in September 1997
in the United States District Court for the Northern District of California and the Superior Court
of California naming as defendants cenain former officers and cenain present and former directors
ofMobileMedia, cenain investment entities and Ernst & Young LLP. None of the Debtors is
named as a defendant in these two actions. The actions are styled Allen T. Gilliland Trust v.
Hellman & Friedman Capital Partners II L.P., Civil Action No. 97-3543 (N.D. Cal. 1997), and
Allen T Gilliland Trust v. Hellman & Friedman MobileMedia Partners L.L.C , Case No. 989891
(Cal. Super. Ct. 1997) (together, the "California Actions" and, together with the New Jersey
Actions, the "Securities Actions"). The plaintiffs in the California Actions are or were
shareholders ofMobileMedia who purchased stock during 1995 and 1996 and allege that
MobileMedia, through the actions ofthe named defendants, violated federal securities laws,
various provisions of the California Corporations Code and California state law in connection
with the sale of MobileMedia's securities and in various public filings.

On November 4, 1997, the Debtors commenced an adversary proceeding in the
Bankruptcy Coun seeking to stay the prosecution of the California Actions against the named
defendants. At a hearing held on December 10, 1997, the Bankruptcy Court enjoined the
plaintiffs in the California Actions until May 31, 1998 from prosecuting the California Actions,
except that the Bankruptcy Court permitted the plaintiffs in the California Actions to prosecute
and respond to certain legal motions and to request documents of defendants and non-parties who
do not currently serve on the Board ofMobileMedia.

On May 15, 1998, the Debtors filed a motion with the Bankruptcy Coun seeking
an extension of the stay in connection with the California Actions. Subsequent to negotiations
with the plaintiffs in the California Actions, the Debtors submitted an agreed form of order that
baTS barred certain types ofdiscovery until September 15, 1998. This order was entered by the
Bankruptcy Coun on May 29, 1998. Subsequent to the expiry of this stay, the California Actions
~ill be were allowed to proceed against the named defendants.

Neither the New Jersey Actions nor the California Actions name any of the
Debtors as a defendant. However, proofs of claim have been filed against the Debtors by the
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plaintiffs in the New Jersey Actions, and both the New Jersey Actions and the California Actions
may give rise to claims against the Debtors' Directors~ Officers and Corporate Liability Insurance
Policy. As to the Debtors, however, these Claims (and related claims for indemnification) are
classified in Classes 7 and 8, and will receive no distributions under the Plan.

(c) Bankruptcy Claims. Since the June 16, 1997 bar date established
by the Bankruptcy Court for filing proofs ofclaim in the Cases," the Debtors have been actively
involved in resolving the claims filed against their estates. As of July 31 September 30, 1998,
more than 2,400 proofs ofclaim had been filed in the Cases. Approximately t;%66 1,292 of these
claims, filed in an aggregate amount ofapproximately S9t:'4 5110,8 million, have already been
resolved by order of the Bankruptcy Court at an aggregate allowed amount ofapproximately
5*5~ million. As ofJuly 31 September 30, 1998, the Debtors had also analyzed and
resolved an additional ft505~ proofs ofclaim., representing an aggregate allowed amount of55":3­
~ million. Excluding claims filed by or on behalfof the Pre-Petition Lenders, the holders of the
Notes and taxing authorities, there are fewer than ate 30 unresolved filed claims over $100,000,
which claims have an aggregate filed value of less than S3'6 525 million. The Debtors have already
filed objections with the Bankruptcy Court to certain of these claims and are currently in the
process of reconciling and resolving those remaining. The Debtors believe that, once resolved,
the aggregate allowed amount of these remaining claims will be substantially less than S3'6 525
million.

The Debtors also are in the process ofreconciling and resolving the tax claims filed
against their estates. These tax claims were filed in an aggregate amount ofapproxirnately'S30
million. The Debtors anticipate that these claims will be allowed in an amount· substantially less
than the filed amount.

8. Regulatory Matters.

(a) FCC Regulation. The paging licenses granted to the Debtors by
the FCC are for varying terms ofup to 10 years, at the end ofwhich renewal applications must be
approved by the FCC. In the past, paging license renewal applications generally have been
granted by the FCC upon a showing of compliance with FCC regulations and ofadequate service
to the public. It is possible that there may be competition for radio spectrum associated with
licenses as they expire, thereby increasing the chances of third party interventions in the renewal
proceedings. Other than those still pending, the FCC has thus far granted each license renewal
that the Debtors have filed. Almost all of the Debtors' FCC paging, business, earth station and
air-to-ground licenses will expire in 1998 and 1999. The Debtors' nationwide PCS license will
expire in September 2004 and their regional narrowband PCS licenses will expire in April 2005.
In addition, the Debtors' narrowband pes licenses require that the Debtors construct base stations
meeting certain population coverage requirements within five and ten years of the initial license
grants, respectively. As discussed in Section II.A 2.(c), the Debtors intend to build out their
narrowband PCS license infrastructure to meet these requirements.
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The Communications Act of 1934, as amended (the "Communications Act"),
requires radio licensees such as the Debtors to obtain prior approval from the FCC for the
assignment or transfer ofcontrol ofany construction permit or station license or authorization or
any rights thereunder. This statutory requirement attaches to acquisitions of other paging
companies (or other radio licensees) by the Debtors and transfers by the Debtors ofa controlling
interest in any oftheir licenses, construction permits or any rights. thereunder. In addition, prior
FCC approval would be required in connection with any transfer ofcontrol ofthe Debtors or, in
certain circumstances, the acquisition of fifty percent (50%) or more ofthe equity of the Debtors
by a single entity or two or more entities under common control, or the transfer of de facto
control of the Debtors. On February 13, 1997, in connection with the filing of the Cases, the
Debtors sought a grant of permission from the FCC to execute an involuntary, pro forma
assignment of their licenses to the Debtors as debtors-in-possession. On March 3, 1997, the FCC
granted such permission with respect to the Debtors' earth stations, on April 3, 1997, the FCC
granted such permission for the assignment of the Debtors' microwave licenses and on May 26,
1998 and July 17, 1998, the FCC granted such permission with respect to the Debtors' paging,
air-to-ground and narrowband PCS licenses. In addition, as noted above, FCC approval of the
transfer of the Debtors' licenses pursuant to the Plan and the Merger Agreement is a condition to
effectiveness of the Plan and the Merger Agreement.

In a rulemaking proceeding pertaining to interconnection between local exchange
carriers ("LECs") and commercial mobile radio service ("CMRS") providers such as the Debtors,
the FCC has concluded that LECs are required to compensate C.MRS providers for the reasonable
costs incurred by such providers in terminating traffic that originates at LEC facilities, and vice
versa. Consistent with this ruling mandating compensation for carriers terminating
LEC-originated traffic, the FCC has determined that LECs may not charge a CMRS provider or
other carrier for terminating LEC-originated traffic or for dedicated facilities used to deliver LEC­
originated traffic to one-way paging networks. Nor may LECs charge C.MRS providers for
number activation and use fees. In September and October of 1997, the Debtors provided notice
to each of the LECs with which they do business that the Debtors would no longer be paying such
charges and that the LECs should cease invoicing the Debtors for such charges, and requested
that the LECs provide the Debtors with refunds of these charges that were invoiced and paid by
the Debtors after the effectiveness of the FCC's orders. Certain LECs, in compliance with the
FCC's orders, have ceased charging the Debtors and are cooperating with the Debtors in assessing
refunds. Other LECs have refused to comply with the Debtors' request and have disagreed
verbally and in writing with the Debtors' interpretation of the FCC's orders. These items are still
in dispute, and it is unclear whether the FCC will maintain its current position.

Depending on further FCC disposition of these issues, the Debtors mayor may not
be successful in securing refunds, future relief or both, with respect to charges for termination of
LEC-originated local traffic. If these issues are ultimately resolved by the FCC in the Debtors'
favor, then the Debtors will pursue relief through settlement negotiations, administrative
complaint procedures or both. If these issues ultimately are decided in favor of the LECs, the
Debtors likely would be required to pay all past due contested charges and may also be assessed
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interest and late charges for the withheld amounts. For a further discussion of regulatory matters,
see Section IV G 9.

(b) State Regulation. As a result of the enactment by Congress of the
Omnibus Budget Reconciliation Act of 1993 (the "Budget Act") in August 1993, the states are
now generally preempted from exercising rate or entry regulatiQnover any ofthe Debtors'
operations. States are not preempted, however, from regulating "other terms and conditions" of
CMRS. Thus, to the extent any states have authority to regulate "other terms and conditions" of
paging service (u., financing regulations, hearing complaints, universal service contributions),
the Budget Act does not preempt them from exercising such regulatory authority. Legislation is
currently in effect in Texas requiring paging companies to contribute a portion of their taxable
telecommunications revenues to a Telecommunications Infrastructure Fund created by the state
legislature. Certain other states, including Alabama, Georgia, Hawaii, South Carolina and
Tennessee, impose various regulations on certain paging operations of the Debtors. State
regulations may require the Debtors to submit for prior approval the terms and conditions (other
than rates) under which they plan to provide service or to secure approval for the issuance of
securities or the entry into financing arrangements. Those states that regulate paging services also
may require the Debtors to obtain prior approval of the acquisition of controlling interests in other
paging companies. At this time, the Debtors are not aware ofany proposed state legislation or
regulations that would have a material adverse impact on the Debtors' existing operations.

9. Trademarks.

The Debtors market their services primarily under the trade name MobileComm
and the federally registered mark MOBILECOMM®, except in the Greater Metropolitan
Cincinnati area and in certain parts ofWestem Pennsylvania and Western New York, in which
they market their services under the federally registered mark MOBILEMEDIA. The Debtors
market their messaging services under the federally registered mark VOICESTOR®, and other
services under the federally registered mark SPORTSCASTER® and the unregistered mark
MOBILECOMM CITYLThT)(. The Debtors also own other marks that are registered with the
United States Patent and Trademark Office ("USPTO"), including: DIAL PAGE, DMC
DIGITAL MOBILE COMMUNICATIONS, EZ ALERT, MEMORY MANAGER,
MESSAGESOFT, MOBILEMEDIA & Design, MOBILEMEDIA & Design (Globe),
MOBILEMEDIA PAGING & PERSONALCOM and PAGERXTRA.

In addition, the Debtors have applications on file with the USPTO for the marks
MMS and MOBILECOMM & Design.
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B. The Debtors' Operations in Chapter 11

1. Overview of the Debtors' Operations.

Since the Petition Date, the Cases have been pending before the Honorable Peter J.
Walsh, United States Bankruptcy Judge for the District ofDelaware. During this period, the
Debtors have functioned as debtors-in-possession pursuant to sections 1107 and 1108 of the
Code and have continued to operate their business. The Bankruptcy Court has exercised
supervisory powers over the operations of the Debtors with respect to the employment of
attorneys, investment bankers and other professionals, and transactions out of the Debtors'
ordinary course of business or otherwise requiring bankruptcy court approval under the Code.
The Debtors have been paying undisputed obligations that have arisen subsequent to the Petition
Date on a timely basis.

2. Retention ofProfessionals and Appointment ofComminee.

(a) The Debtors' Retention ofCounsel. As of the Petition Date, the
Bankruptcy Court authorized the Debtors' retention of Sidley & Austin and Young Conaway
Stargatt & Taylor, LLP, as reorganization counsel for the Debtors, and the retention of Latham &
Watkins, as special counsel for the Debtors. In addition, the Debtors have retained, with
Bankruptcy Court approval, the law firms of Wiley, Rein & Fielding and Koteen and Naftalin as
FCC counsel, and Gerry, Friend & Sapronov LLP, as telecommunications counsel.

(b) The Debtors' Retention ofOther Professionals. Also as of the
Petition Date, the Bankruptcy Court approved the employment of Alvarez & Marsal, Inc. and
Ernst & Young LLP, as restructuring advisors and accountants, respectively, for the Debtors.
The Debtors' Chairman-Restructuring and Chief Financial Officer are both affiliated with Alvarez
& Marsal, Inc. On July 10, 1997, the Bankruptcy Court approved the Debtors' retention ofThe
Blackstone Group, L.P. ("Blackstone"), as financial advisors and investment bankers.

(c) Appointment ofOfficial Committee and the Retention of
ProfeSSionals Thereby (at Debtors' expense). On February 10,1997, the Office of the United
States Trustee for the District ofDelaware (the "U.S. Trustee") appointed the Committee. The
current members of the Committee are as follows:

First Trust New York National Association
State Street Bank and Trust Company
The Huff Alternative Income Fund, L.P.

C/O W.R. Huff Asset Management Co., LLC
The Northwestern Mutual Life Insurance Company
Mountain Dew Marketing, Inc.
Intek Telecommunications, Inc.
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The Committee has been active in the day-to-day course ofthe Cases. The
Committee received authorization to retain and has retained the law firms ofJones, Day, Reavis &
Pogue and Morris, Nichols, Arsht & Tunnel, as co-counsel, and Paul, Weiss, Rifkind, Wharton &
Garrison, as FCC counsel. The Committee also received authorization to retain and has retained
Houlihan Lokey Howard & Zukin as financial advisors and investment bankers. The fees and
expenses of the Committee's professionals are paid by the Debtors.

3. Operatim~ Results Durin2 Chapter 11.

Since the Petition Date, the Debtors have filed Monthly Operating Reports with
the U.S. Trustee. These Operating Reports are public documents and are available at the Office
of the U.S. Trustee.

As of:Jtme September 30, 1998, there were no outstanding funded borrowings
under the DIP Facility (described below) and the Debtors had approximately St+6~ million in
cash and cash equivalents on hand.

4. Summary of Siinificant Orders Entered and Other Actions Taken DurinG
the Cases.

As in any major chapter 11 case, certain motions, applications and orders have
been filed and entered on the Bankruptcy Court's official docket. The following information
relates to certain significant events in the Cases.

(a) DIP Facility. On the Petition Date, the Bankruptcy Court provided
interim authority for the Debtors' entry into a Revolving Credit and Guarantee Agreement dated
as ofJanuary 30, 1997 (as amended, the "DIP Credit Agreement") that provided for a $200
million secured, superpriority post-petition financing facility (the "DIP Facility") with a number of
financial institutions (the "DIP Lenders") and The Chase Manhattan Bank, as agent for the DIP
Lenders (the "DIP Agent"). On February 19, 1997, the Debtors obtained final approval of the
DIP Facility. In accordance with the terms of the various orders approving the DIP Facility (the
"DIP Approval Orders"), the Debtors have been paying interest and fees to the DIP Lenders in
accordance with the terms of the DIP Facility and have made monthly payments, in an amount
equal to the interest accruing at the non-default rate under the 1995 Credit Agreement, to the Pre­
Petition Lenders as adequate protection for the priming liens granted to the DIP Lenders and for
the use of cash collateral. Through:Jtme Septemllcr 30, 1998, the Debtors had paid $1.6 million
in interest to the DIP Lenders and $94.18 S]08 million in adequate protection payments to the
Pre-Petition Lenders, in each case in accordance with the DIP Approval Orders. The initial
payment to the Pre-Petition Lenders included the payment ofamounts in arrears from October 7,
1996 through the Petition Date in accordance with the initial DIP Approval Order. During the
Cases, the Debtors have borrowed and repaid various amounts under the DIP Facility. As of:Jtme
Septemll~r 30, 1998, there were no outstanding funded borrowings under the DIP Facility.
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Pursuant to the terms ofthe DIP Credit Agreement, the DIP Facility was to
mature on January 30, 1998 unless, on or before December 31, 1997, the Debtors filed a plan of
reorganization satisfactory to two-thirds in amount and one-half in number of the DIP Lenders, in
which case the Maturity Date under and as defined in the DIP Credit Agreement would
automatically be extended to July 31, 1998. No such plan was filed by December 31, 1997, but,
pursuant to a Fourth Amendment to the DIP Credit Agreement dated January 22, 1998, the DIP
Lenders agreed to extend the maturity of the DIP Facility until July 31, 1998, and, at the request
of the Debtors, the facility was reduced to $100 million. Interim approval of the extension of the
DIP Facility was granted by the Bankruptcy Court on January 27, 1998, which approval became
final on February 13, 1998. Pursuant to a Seventh Amendment to the DIP Credit Agreement
dated July 23, 1998, the DIP Lenders agreed to extend the maturity of the DIP Facility until
March 31, 1999 and, at the request of the Debtors, the facility was further reduced to $75 million.
Interim approval ofthis second extension and reduction of the DIP Facility was granted by the
Bankruptcy Court on July 28, 1998, which approval became final on August 12, 1998.

The Chase Manhattan Bank, as Pre-Petition Agent and DIP Agent, has remained
active in the day-to-day course of the Cases. Moreover, in its capacity as DIP Agent, The Chase
Manhattan Bank has retained certain advisors, including Simpson Thacher & Bartlett and
Richards, Layton & Finger, as co-counsel, and Wilmer Cutler & Pickering, as FCC counsel. The
DIP Agent has also retained Arthur Andersen LLP and Chilmark Partners as financial advisors.
The costs of these professionals are being borne by the Debtors in accordance with the terms of
the DIP Credit Agreement and the DIP Approval Orders.

(b) Exclusivity Orders. Upon motions of the Debtors, the Bankruptcy
Court extended the Debtors' exclusive periods for filing a plan of reorganization and soliciting
acceptances thereof to January 27, 1998 and March 30, 1998, respectively. As noted abo\le, the
Thr Standalone Plan (defined below) was filed on January 27, 1998, within the exClusive filing
period. By order of the Bankruptcy Court entered March 18, 1998, the Debtors' exclusive
solicitation period was extended until June 30, 1998; by order dated June 25, 1998, the Debtors'
exclusive solicitation period was extended until July 31, 1998. By order dated August 14, 1998,
the Debtors' exclusive solicitation period was extended until September 30, 1998. The Plan was
filed prior to the expiration of exclusivity. On September 10, 1998, the Debtors filed a motion to
extend until December 31, 1998 their exclusive solicitation period, which motion was granted
on September 24, 1998. On December 3, 1998. tbt ijebtors filed a motion to extend until
March 31, 1999 their exclusive solicitation period. A hearing on this motion is currently
scheduled for (December 16, 19981.

(c) Customer, Key Supplier and Employee Orders. On the Petition
Date, the Bankruptcy Court also entered orders allowing the Debtors (i) to pay certain customer
refunds and deposits in the ordinary course ofbusiness, (ii) to pay wages, sal.aries and benefits
owing to employees, and (iii) to pay specified pre-petition taxes owing to various governmental
entities. On February 6, 1997, the Bankruptcy Court entered an order authorizing the Debtors to
pay approximately $46 million in pre-petition amounts owing to the Key Suppliers. On January 8,
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1998, the Bankruptcy Court .authorized the Debtors to enter into a telecommunications contract
with MCI Telecommunications Corporation that effects the consolidation ofthe Debtors' long­
distance telephone service and which the Debtors estimate will result in cost savings for the
Debtors ofup to $10 million over its 21-month term.

On April 3, 1997, the Bankruptcy Court authorized the Debtors to implement a
new severance plan, and on May 2, 1997, the Bankruptcy Court authorized the Debtors to pay up
to $3.1 million on account of their 1996 employee bonus program. On June 4, 1997, the
Bankruptcy Court authorized the Debtors to employ Ronald R. Grawert as their ChiefExecutive
Officer and approved a compensation package in respect of the services of Joseph A. Bondi, the
Debtors' Chairman-Restructuring. On March 18, 1998, the Bankruptcy Court approved the
Debtors' 1997 bonus incentive plan, which permitted the Debtors to make payments up to an
aggregate amount of$6.9 million to all ofthe Debtors' full-time, non-commission-based
employees. On June 25, 1998, the Bankruptcy Court authorized the Debtors to make up to $7.6
million in payments under their 1998 bonus incentive plan. The Debtors expect to make the
payments earned under this plan in the second quarter of 1999.

On April 22, 1998, the Debtors filed a motion seeking authority to undertake the
buildout ofthe network necessary to support narrowband PCS services. An order authorizing the
Debtors to enter in contracts during 1998 obligating the Debtors to pay up to $16 million in
connection with this buildout was entered by the Bankruptcy Court on May 12, 1998.

(d) Administrative Orders. On the Petition Date, the Bankruptcy
Court granted the Debtors' motion to extend the Debtors' time to file their Schedules of Assets,
Liabilities and Executory Contracts, and the Statement ofFinancial Affairs. The joint Schedules
of Assets, Liabilities and Executory Contracts, and the joint Statement of Financial Affairs were
filed with the Bankruptcy Court on March 26, 1997, and were amended by the Debtors' First,
Second and! Third and Fourth Amendments to Schedules of Assets, Liabilities and Executory
Contracts (as so amended, the "Schedules").

On March 20, 1997, the Bankruptcy Court entered an order setting a bar date of
June 16, 1997 for the filing of certain proofs ofclaim.

On March 18, 1998, the Bankruptcy Court authorized the Debtors to pay up to $7
million on account of the Debtors' pre-petition property taxes. As of Jul) 15 September 30,
1998, the Debtors had paid approximately S6:t~ million on account of pre-petition property tax
claims (net of refunds received thereon>.

(e) Real Property and other Leases. The Bankruptcy Court has
extended the period during which the Debtors can decide whether to assume or reject non­
residential real property leases of the Debtors to the confirmation date of the Plan. During the
course of the Cases, the Debtors have obtained Bankruptcy Court approval to reject certain
specified leases. As of1tme September 30, 1998, tzt 134 leases had been rejected v.'ith
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Bankruptcy Court approval.

On January 22, 1998, the Bankruptcy Court approved the Debtors' entry into a
lease with Miller Freeman, Inc. (the "Fort Lee Lease"). Pursuant to the Fort Lee Lease, the
Debtors relocated their headquarters to Fort Lee, New Jersey as ofMarch 23, 1998, resulting in
cost savings to the Debtors ofapproximately $3 million over the term of the Fort Lee Lease. On
March 18, 1998, the Bankruptcy Court approved the assignment of the lease for the premises that
previously served as the Debtors' headquarters.

On April 14, 1998, the Bankruptcy Court approved the Debtors' motion to assume
the lease for the premises that serves as their Dallas, Texas customer service center.

(f) Administrative Claims. Administrative expenses payable in the
Cases include, among other things, fees and expenses ofattorneys, accountants, financial advisors
and other professionals retained by the Debtors, the Committee and the DIP Agent in connection
with the Cases (collectively, the "Case Professionals"). Such fees are calculated generally as the
product of the customary hourly billing rates and the aggregate hours billed by such Case
Professionals. Some financial advisors are paid a monthly fee plus expenses incurred, rather than
on an hourly basis. As of:ftme September 30, 1998, SZH $33,1 million had been paid to Case
Professionals on account of work performed subsequent to the Petition Date.

All unpaid fees of the U.S. Trustee will be paid on the Effective Date. Such fees
have been paid as they accrued during the pendency of the Cases.

(g) Sale ofOwned Tower Assets. On July 7, 1998, the Debtors
executed an agreement, subject to Bankruptcy Court approval, to sell the Debtors' transmission
towers and associated assets ("Tower Assets") to Pinnacle Towers Inc. ("Pinnacle"), and to rent
from Pinnacle transmitter space on the Tower Assets (the "Tower Transaction"). The purchase
price for the Tower Assets was $170 million, and the projected annual rental stream to be paid by
the Debtors to Pinnacle is approximately $10.7 million.

The Tower Transaction was the product ofan extensive marketing and bidding
process conducted by the Debtors and Blackstone. Prior to executing the agreement with
Pinnacle, Blackstone, on behalf of the Debtors, contacted approximately 40 potential buyers of
the Tower Assets and executed confidentiality agreements 'With, and distributed Tower Asset
information to, approximately 30 of these potential buyers. After the potential buyers' review of
public and non-public operating and financial information concerning the Tower Assets,
Blackstone requested preliminary expressions of interest from such third parties including, but not
limited to, their proposed acquisition price for the Tower Assets and sources of financing for the
acquisition. Subsequent to the Debtors' receipt and review of preliminary expressions of interest,
potential purchasers continued to conduct due diligence, including on-site review of the Tower
Assets. During such period, Blackstone continued to negotiate with Pinnacle and other potential
purchasers the respective terms and conditions for the Acquisition of the Tower Assets. After

::om,!A PCDOCS ~"E\\"YORK 8~081 1 -34-



extensive negotiations, the Debtors and Blackstone determined that Pinnacle's offer represented
the highest and best offer.

In connection with the agreement to sell the tower assets to Pinnacle, the Debtors .
filed two motions on July 14, 1998. One motion sought to establish procedures for bidding on the
Tower Assets, including establishing a bidding deadline ofAugust 7, 1998, and provided for
liquidated damages and the reimbursement ofexpenses to Pinnacle under certain circumstances.
This reliefwas granted on July 23, 1998. No bids were received by the bidding deadline. The
second motion sought Bankruptcy Court approval of the Tower Transaction, and authority to pay
the sale proceeds to the Pre-Petition Lenders. The relief requested in this Motion was granted on
August 10, 1998. The Tower Transaction was closed on September 3, 1998, and the cash
proceeds of $170 million were paid to the Pre-Petition Lenders on the same day.

(h) Potential Committee Litigation. At a hearing held before the
Bankruptcy Court on January 27, 1998, counsel to the Committee indicated its intention
immediately to serve discovery demands in connection with a potential objection to the Debtors'
initial Joint Plan ofReorganization Plan filed on January 27, 1998 (the "Standalone Plan"). The
Committee's~~ order authorizing discovery under Bankruptcy Rule 2004 was approved by
the Bankruptcy Court on February 5, 1998, and the Committee subsequently served subpoenas
for the production ofdocuments on MobileMedia and other parties. If the Plan is confirmed, this
litigation will terminate.

(i) Agreement with Committee. Under an agreement dated as of
August 18, 1998 between the Debtors and the Committee (the "Committee Agreement"), the
Debtors cannot, without either the consent of the Committee or the approval of the Bankruptcy
Court: (a) terminate the Merger Agreement or withdraw the Plan; (b) knowingly take any action
that would give Arch the right to terminate the Merger Agreement; (c) agree to any material
modification to the Merger Agreement; or (d) make any material modification to the Plan. In
addition, the Committee has the right to request that the Debtors terminate the Merger Agreement
and, if the Debtors disagree with such termination, to request that the Bankruptcy Court order the
Debtors to do so. Pursuant to a separate agreement among the pebtors. Arch and tht
Committte datedj)ecember I. 1998. subject to tht termination right Stt forth therein. the
Committte agree" to support the elan and to recommend that all unsecured creditors vote
to accept the Plan. In addition. this agreement bars the Committee mtmbers from
soliciting alternatt business combinations for tbe Debtors and from providing an)' non­
public information concerning th'£"pCbtOrs to any person or entity. subject to their
fi"uciary duties.

(j) Approval ofInitial Merger Motion. On August 20, 1998, as
required by the Merger Agreement, the Debtors filed a motion (the "Initial Merger Motion")
seeking Bankruptcy Court approval of the provisions of the Merger Agreement that relate to the
Debtors' and Arch's agreements to pay to one another "breakup fees" in certain circumstances, to
the Debtors' agreement to pay $500,000 to Arch in partial reimbursement of Arch's expenses in
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connection with the negotiation and execution of the Merger Agreement and to the exclusive
dealing provisions of the Merger Agreement. The Initial Merger Motion also sought the approval
of the Bankruptcy Court for the Debtors' agreement to waive their rights to assert claims against
Arch's accountants in connection with such accountants having provided Ernst & Young, LLP,
the Debtors' accountants, access to certain confidential work papers in connection with the due
diligence of Arch undertaken by the Debtors. Finally, the Initial. Merger Motion sought approval
of the Committee Agreement. The Bankruptcy Court granted the relief requested in the Initial
Merger Motion at a hearing held on September 4, 1998.

III. BUSINESS OF ARCH

Arch, a Delaware corporation, is a leading provider ofwireless messaging services,
primarily paging services, and is the second third largest paging company in the United States;
based on EDITDA. pagers in service. Arch had 4:-l~ million pagers in service at :hme
September 30, 1998. Arch operates in 41 states and more than 180 of the 200 largest markets in
the United States. Arch offers local, regional and nationwide paging services employing digital
networks covering approximately 85% ofthe United States population. Arch offers four types of
paging services through its networks: digital display, alphanumeric display, tone-only and tone­
plus-voice. Arch also offers enhanced and complementary services, including voice mail,
personalized greeting, message storage and retrieval, pager loss protection and pager
maintenance.

Arch has achieved significant gro~1h in pagers in service and EBITDA through a
combination of internal growth and acquisitions. From January 1, 1995 through:hme September
30, 1998, Arch's total number of subscribers grew at a compound rate on an annualized basis of
79l7& 73.1 % For the same period on an annualized basis, Arch's compound rate of internal
subscriber grov.'th (excluding pagers added through acquisitions) was 56.1% 52.8%. From
commencement of operations in September 1986, Arch has completed 33 acquisitions
representing an aggregate of 1.7 million pagers in service at the time of purchase. For the t wel \ e
months e1ided June 30, 1998, AIeh's total revenues were $408.2 million, leplesenting a eonlpou1id
gl 0 Mh I ate on an annualized basis of 61. 7% since January 1, 1995. FOI the same pel iod, AI eh's
EDITDA (\ as S136.2 IilillioIl, J'pI eseilting a COllipoand gl o~th j ate on Ail 41iiiualized basis of
78.4% since Janual~ 1, 1995.

Arch's strategic objective is to strengthen its position as one of the leading
nationwide paging companies in the United States. Arch believes that larger, multi-market paging
companies enjoy a number of competitive advantages, including: (i) operating efficiencies

resulting from more intensive utilization ofexisting paging systems; (ii) economies of scale in
purchasing and administration; (iii) broader geographic coverage of paging systems; (iv) greater
access to capital markets and lower costs of capital; (v) the ability to obtain additional radio
spectrum; (vi) the ability to offer high-quality services at competitive prices; and (vii) enhanced
ability to attract and retain management personnel. Arch believes that the current size and scope
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ofits operations afford it many of these advantages and that it has the scope and presence to
effectively compete on a national level.

IV. ACQUISITION OF THE DEBTORS BY ARCH AND FUTURE BUSINESS OF THE
REORGANIZED DEBTORS

A. Attempts to Sell Debtors' Business

During the pendency of the Cases, Blackstone, the Debtors' financial advisors and
investment bankers, conducted an extensive search for a third party purchaser of the Debtors'
business. To this end, Blackstone met with representatives of prospective purchasers, and a
number ofprospective purchasers conducted "due diligence" reviews ofthe Debtors. By letter
dated August 26, 1997, the Debtors formally solicited preliminary proposals from prospective
purchasers. In response, the Debtors received preliminary conditional proposals from certain
prospective purchasers, including a proposal received from Arch by letter dated September 24,
1997. Upon receipt of the proposals, the Debtors' management and Blackstone provided the
financial advisors to the Committee and the Pre-Petition Agent with information regarding the
proposals, and engaged in discussions with the Committee and the Pre-Petition Agent (and their
respective advisors) regarding the proposals. At the same time, the Debtors and Blackstone had
numerous conversations with the parties making the proposals in order to clarify the terms of the
proposals and to provide such parties with the Debtors' reactions to the proposals.

Subsequent to these discussions, the Debtors and Blackstone engaged in further
extensive negotiations and discussions with various parties that had expressed an interest in a
business combination with the Debtors. The Debtors and their professionals assisted these parties
in conducting further due diligence on the Debtors. On January 27, 1998, having determined that
none of the proposals received from third parties were superior to the standalone plan of
reorganization that the Debtors had formulated, the Debtors filed the Standalone Plan. The
Standalone Plan had the support of the Agent for the Debtors' Pre-Petition Lenders but was
opposed by the Committee.

Subsequent to the filing of the Standalone Plan, various third parties contacted the
Debtors regarding possible transactions and the Debtors continued to engage in discussions and
negotiations with such parties. By letter dated March 17, 1998, Arch (having entered into a
preliminary agreement with Huff, Northwestern (each as defined below) and the Committee
regarding a potential transaction relating to the Debtors) submitted a revised proposal for a
business combination with the Debtors. Subsequent to that date, Arch and the Debtors each
conducted due diligence and Arch, the Debtors, the Pre-Petition Agent and the Committee
engaged in lengthy negotiations in connection with the form and terms of the proposed
transaction and the form and amount of the consideration to be provided by Arch.

After an extended period of negotiation and analysis, and after consultation with
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the Committee and the Pre-Petition Agent and their respective financial advisors, the Debtors
determined that the agreement tlltimmeJy reached with Arch (as reflected in the Merger
Agreement prior to the Fil st Amendment and in the PI iOI Plan) amendments thereto)
represented the highest and best offer received and was superior to the Standalone Plan. On
August 20, 1998, the Debtors filed the Pliol Plana first Amendtd ,Joint :elan of
Reorganization and the Merger Agreement (prior to the First Anlendlllent) amendments
thereto) with the Bankruptcy Coun. Subsequent to August 20, 1998, the Debtors, Arch, the
Committee and the Standby Purchasers engaged in further negotiations, which negotiations
resulted in the Fi! st Amendment, the Plan, and in first amendment to the Merger Agreement.
the Second Amended ,Joint flan of Reorganization. amI associated amendments to otl}s,r
r.c.latcsl documents. inc'»ding the commitment letters previously executed by the StandbI
Purchasers. whicb documents were filed with thE Bankruptcy Court in September 1998
Uhe "September Amendments"), Subsequent to the execution ofthe September
Amendments. the parties engaged in additional negotiations that resulted in the second
amendment to the Merger Agreement. the Third Amended ,Joint Plan of Reorganization
and associated amendments to other related documents, including the commitment letters
previously executed by the Standby Purchasers.

B. Capitalization and Structure ofthe Reorganized Debtors

Section 4.2(B) of thg, Plan provides that Effective as of the Effective Date but
immediately prior to the discharge of thS Debtors described in Section 6.1 of the flan. each
of the following transactions will occur in the order listed:<n MobileMedia will contribute
to the capital of Communications all Subsidiary Claims that it holds. (m Communications
will contribute to the capital,.of each of its direct subsidiaries other than FWS Radio. Inc.
an)' Subsidiary Claim that it holds against each such subsidian. (iii> Communications will
contribute to the capital of FWS Bldio. Inc.. 50% of any Subsidiary Claim that it ~Rlds
against F\VS Radio. Inc.. (iv) Communications will contribute to the capital of MCCA all
Subsidiap" Claims that it holds against direct and indirect subsidiaries of M&,CA (which
includes the remaining Subsidiap' Claim. if any. against FWS Radio. Inc.). (v) MCCA will
contribute to the capital of each Of its direct subsidiaries other than MobileComm Of the
West. Inc. anx Subsidian Claim that it hOlds against each such subsidiary. (vi) MCCA will
contribute to the capital Of M2bi.leComm Of the West. Inc. 89% Of anv Subsidiary Claim
that it holds against MobileComm of the West. Inc.. (vii) MCCA will contribute to the
capital ofMobileComm of the Northeast. Inc. any remaining Subsidiary Claim that it holds
against MobileComm Of the "'·est. Inc. and MobileComm Of the Northeast. Inc. will. in
turn. contribute anv such Subsidiary Claim against MobileComm of the West. Inc. to the
capita' gf MobileComm of the \\:est. Inc.. (viii) MCCA will contribute to the capital Of
MDbileComm Of the Southwest. Inc. any Subsidiary Claim that it hOlds against F\VS
Radio. Inc. and MobileComm of the Southwest. Inc. will. in turn. contribute an}' such
Subsidian Claim against m:s Radio. Inc. to the capital of F\VS Radio. Inc.

Section 4.2(B) of the Plan further provides that effective as of the Effective Date
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but immediately following the discharge of the Debtors described in Section 6.1 ofthe Plan, each
ofthe following transactions will occur in the order listed: (i) MobileMedia will contribute all of
its assets12 to Communications and thereafter immediately dissolve, at which time the separate
corporate existence ofMobileMedia will cease; (ii) Communications will merge with and into
Merger Subsidiary, and the separate corporate existence ofCommunications will cease as
contemplated by the Merger Agreement; (iii) MCCA will merge ~th and into a special purpose
Delaware corporation formed by Communications and a wholly owned direct subsidiary of
Merger Subsidiary as a result of the merger described in clause (ii) of this section ("Delaware
Subsidiary Co."); (iv) a number of merger transactions will be effected such that all of the Debtors
(other than MobileMedia, Communications and MCCA) will be merged with and into Delaware
Subsidiary Co.; and (v) Delaware Subsidiary Co. (as successor to MCCA) will organize License
Co. L.L.C. as a wholly owned limited liability company ofDelaware Subsidiary Co. (as successor
to MCCA) and will transfer the Licenses then held by it to License Co. L.L.C. Notwithstanding
the foregoing, Arch and the Reorganized Debtors retain their right to make such changes in the
post-Effective Date corporate structure of Arch and the Reorganized Debtors as is determined in
the business judgment ofArch and Reorganized Communications.

In addition to the survivor of the merger of Communications and Merger
Subsidiary, Arch will have other operating subsidiaries subsequent to the Merger and, after giving
effect to the Merger on a pro forma basis, Arch would have long-term debt, total assets and
stockholders' equity of$I.3 billion, S+:-8 UJ billion and 5322.3~ million, respectively, at
hme September 30, 1998.

C. Composition ofManagement and Directors of the Reorganized Debtors

Pursuant to Section 4.2(C)(3) of the Plan, the directors and officers of each Debtor
will continue to serve in such capacities until the Effective Date. As ofthe Effective Date, the
directors and officers of each Debtor that is not a Reorganized Debtor will be terminated, the
directors and officers ofMerger Subsidiary immediately prior to the Effective Date will become
the directors and officers ofReorganized Communications, and the directors and officers of
Delaware Subsidiary Co. immediately prior to the Effective Date wiJ] become the directors and
officers of Reorganized MCCA. The Debtors will file with the Bankruptcy Court no later than
ten (10) Business Days prior to the Voting Deadline a statement setting forth the office, the
names and affiliations of, and the compensation proposed to be paid to, the individuals intended to
serve as directors and officers of each Reorganized Debtor, as well as of Arch, on and after the
Effective Date. Pursuant to the transactions contemplated under the Plan, a designee of each of
Huff and Whippoorwill (each as defined below) will be elected to the Arch board of directors on
the Effective Date. On and after the Effective Date, each Reorganized Debtor will be governed
in accordance with such Reorganized Debtor's Certificate of Incorporation, as amended, in the

12 To the extent the issues arising in connection with the Locate Entities have not been resolved
in the separate bankruptcy proceeding of the Locate Entities, the contributed assets of
MobileMedia will include its equity interests in the Locate Entities.
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case ofMerger Subsidiary, by the Certificate ofMerger relating to the Merger.

D. Summary of the Merger Agreement

The following is a brief summary ofcertain provisions of the Merger Agreement,
which is attached hereto in composite form as Exhibit B and is incorporated herein by reference.
This summary is qualified in its entirety by reference to the Merger Agreement.

1. The Merger.

The Merger Agreement provides that, following the satisfaction of certain
specified conditions, including, without limitation, approval of the Plan by the Bankruptcy Court,
Communications will merge with and into Merger Subsidiary, a wholly-owned subsidiary of Arch,
with Merger Subsidiary being the surviving entity, which will then be renamed "MobileMedia
Communications, Inc." or such other name as Arch will determine prior to the Effective Date.

2. Funding for the Plan and Merger Agreement.

Arch intends to finance the cash necessary to fund the Plan and consummate the
Merger through (a) the offering to holders of Allowed Class 6 Claims of the Rights to purchase
the Units Arch Common Shares (which offering, together with any amounts paid by the Standby
Purchasers under the Standby Purchase Commitments (defined below) 'will yield proceeds of $217
million) and (b)(i) borrowings under its existing credit facility, as amended and (ii) either
borrowings under one or more bridge or permanent debt facilities, or proceeds from the offering
and sale of debt securities, which borrowings or proceeds are expected to aggregate
approximately $350 million.

In connection with the Offi:1 ing issuance of the Rights and the Brrit5 offering of
the Arch CaRital Shares to be issued upon the exercise thereof, Arch has filed the Registration
Statement with the SEC under the Securities Act and will use its best efforts to have the
Registration Statement declared effective by the SEC as promptly as practicable. Arch has agreed
to cause the Rights to be issued as soon as practicable after the date the Registration Statement
becomes effective, but not before approval of this Disclosure Statement by the Bankruptcy
Court. 13

Contemporaneously with the execution and delivery of the Merger Agreement,
four groups of holders of Class 6 Claims (u.., the Standby Purchasers) -- W.R. Huff Asset
Management Co., L.L.c., as agent for various discretionary accounts and affiliates ("Huff"), The
Northwestern Mutual Life Insurance Company and an affiliate (together, "Northwestern"), Credit
Suisse First Boston Corporation ItlCSFBtl ) and Whippoorwill Associates, Inc., as agent for
various discretionary accounts ("Whippoorwill") -- entered into binding written commitments to

13 The Rights are described more fully in Section V.I.3.
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become Standby Purchasers and generally, in such capacity, to purchase, (a) their respective
allocations as holders ofClass 6 Claims ofRights and (b) the Arch Capital Shares mrd hch
Wm 1mits not purchased by other Class 6 Creditors or their transferees pursuant to the Rights for
an aggregate purchase price of up to $217 million. On September 3, 1998, conCDl1 ent
concurnntii with the execution of the Fir st A:mendment, each of lhe Stmldby Fal dmsers
e"ecaled an fiat amendment to the Merger Agreement. each Standbx Purchaser necuted
an amendment to its written commitment. On December I. 1998. concurrently wit~ the
execution or.tbe second amendment to the Merger Agreement. each Standby rurcbascr
executed a second amendment to its written commitment (as so amended, collectively, the
"Standby Purchase Commitments"). In consideration of their purchase commitments contained in
the Standby Purchase Commitments, the Standby Purchasers will be issued, ifno Rights Offi:lillg
Adjusbnel11 has occuued, Arch 'Nm rants, mId if a Rights Offering Adjastment has occurred, Arch
Participation Warrants, in each case, to purchase mr aggregate namber orAi ell Cormnon Shares
equal to 2.5% orlile anticipated oatstanding hell Capitzd Shmes 011 the Effi:ctioe Date on a Fully
Dilnted basis to purcbase 3.68 million Arcb Capital ~hares. The Standby Purchase
Commitments require Arch to cause one nominee ofHuff and one nominee ofWhippoorwill to be
elected as directors of Arch for as long as Huff and Whippoorwill hold specified percentages of
Arch's equity securities. Arch also will enter into a Registration Rights Agreement, substantially
in the form attached as Exhibit C to the Merger Agreement, with the Standby Purchasers (the
"Standby Purchaser Registration Rights Agreement").

As addressed in Section YD. I .le), there are certain circumstances in which the
Standby Purchasers (including certain other persons and affiliates) will receive, proportionate to
their obligations to purchase Bnits Arch Common Shares and in lieu of Arch Common Shares,
Arch Class B Common Shares.

The obligations ofeach Standby Purchaser under its Standby Purchase
Commitment are subject to a number of conditions, including without limitation: (i) that the
Confirmation Order, in a form reasonably satisfactory to the Standby Purchaser, shall have been
entered and shall have become a Final Order (as defined in the Merger Agreement)l\ provided
that one Standby Purchaser may not assert this condition ifaH~ other two Standby Purchasers- -
(other than CSFB), acting in good faith, have waived the requirement offinality; (ii) the
satisfaction or, with the written consent of the Standby Purchaser, waiver of all conditions
precedent to the obligations of each of the parties to the Merger Agreement and all conditions
precedent to the effectiveness of the Plan (provided, that certain conditions may be waived
without the written consent of the Standby Purchaser); (iii) the ShelfRegistration Statement
covering the resale of Arch Common Shares, Arch Class B Common Shares and Arch
farticipation Warrants by the Standby Purchasers shall be effective~ (iv) Arch shall have
executed the Standby Purchaser Registration Rights Agreement~ (v) any and all amendments or

14 CSFB has agreed to waive the requirement that the Confirmation Order has become a Final
Order, provided that the other Standby Purchasers do not waive the requirement that the
Confirmation Order be a Final order, except in the context ofa scheduled closing.
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modifications to the Merger Agreement or any consents or waivers delivered by Arch or
MobileMedia to the other under the Merger Agreement (with certain exceptions), shall have been
satisfactory to the Standby Purchaser; (vi) the representations and warranties made in the Merger
Agreement by Arch and MobileMedia shall have been accurate; (vii) Arch shall have obtained the
necessary financing to consummate the Merger (other than as a result of the Standby Purchaser
not fulfilling its commitment) on certain minimum terms; (viii) each other Standby Purchaser shall
have fulfilled its commitment; (ix) the Rights, Arch Common Shares, Arch Class B Common
Shares and the Arch Participation Warrants shall be issued and distributed pursuant to an
exemption from registration under the Securities Act pursuant to section 1145 of the Code or
shall have been registered under the Securities Act, such Registration Statement shall have been
declared effective and no stop order shall be in effect; (x) an FCC order approving the transfer of
the Debtors' licenses and terminating the pending proceedings shall have become a Final Order (as
defined in the Merger Agreement)1S, provided that a mlf Standby Purchaser may not assert this
condition ifeach the two other Standby Purchaser (other than CSFB), acting in good faith, shall
have waived this provision or if the reason that the FCC order shall not have become a Final
Order is a result ofaction taken by any present or former officer ofMobileMedia considered or
determined by the FCC to be an alleged or an actual wrongdoer for purposes of the FCC
proceeding; and (xi) any applicable waiting periods under the Hart-Scott-Rodino Antitrust
Improvements Act of 1976, as amended (the "HSR Act") shall have expired or been terminated
early. The obligations of each Standby Purchaser other than CSFB are also subject to the
condition that there shall not have occurred between June 30, 1998 and the Confirmation Date
(and between June 30, 1998 and the Effective Date if the Effective Date is more than 90 days
after the Confirmation Date), (i) any event or events (other than those that affecting generally the
economy or the industry in which Arch and the Debtors conduct their respective businesses) that
has had or would have a material adverse effect on the business, assets (including licenses,
franchises and other intangible assets), financial condition, operating income or prospects of the
Reorganized Debtors and Arch (the "Combined Company"), (ii) any event or events involving a
regulatory or statutory change and effecting generally the industry in which Arch and
MobileMedia conduct their respective businesses which would materially and adversely affect the
ability of the Combined Company to operate its business, or (iii) an event or events affecting
generally the industry in which Arch and MobileMedia conduct their respective businesses bot
that would not materially and adversely affect the ability of Combined Company to operate its
business (except that a one Standby Purchaser may not assert such condition if each of the other
two Standby Purchasers (other than CSFB) shall have waived this condition).

In addition, each Standby Purchase Commitment will terminate (i) on March 31,
1999, tudess the Con:firl1iatioil Order shaH have beeil entered by the DaniclUptcy CoaIt Oil or
befol e Such date, (ii) on June 30, 1999, unless the effectiveness of the Plan occurs on or before
such date, ortm1! ifnot theretofore terminated pursuant to one of the foregoing e1aases, on the

IS CSFB has agreed to waive the requirement that the FCC order has become a Final Order,
provided that the other Standby Purchasers do not waive the requirement that the FCC order be a
Final order, except in the context of a scheduled closing.
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date on whiCh the Merger Agreement is terminated in accordance with the terms thereof

Each SIC She StandbI PurchaseD has also agreed not to provide financing fur
any alternatiye plan gf reorganizatiSln for tbt Ds;btgn.

In addition to the Rights being offered to the holders ofAllowed Class 6 claims,-if
a Rights Offering Adjustment has occurred, Arch's existing shareholders will be entitled to
exercise rights ("Arch Stockholder Rights") to purchase, in the aggregate, between 2.86 million
and 34.89 44t.12 million Arch Capital Shares. If the Arch Stockholder Rights (offered pursuant to
the "Arch Stockholder Rights Offering") are fully exercised, the existing Arch Shareholders would
own 32.175% up tg 35,8% ofthe Arch Capital Shares, 011 a Faily Diluted Basis outstanding gn
Sh, Effs;e:tive Date. At the election ofeach Standby Purchaser (witb Sh, uception gf CSfl!
»:hiSh has agrnrd tg c,rtain mandatSlry reductions), an allocable portion of the aggregate
proceeds ofthe Arch Stockholder Rights Offering may be applied to reduce the commitment of
the electing Standby Purchaser. In connection with the Arch Stockholder Rights Offering, Arch
has filed a Proxy StatementlProspectus with the SEC (the "Proxy Statement") and will use its best
efforts to have the Proxy Statement declared effective by the SEC as promptly as practicable. 16

The Arch Stockholder Rights Offering will commence and terminate concurrently with the Rights
Offering. The Arch Stockholder Rights are described in Section VIA. In the event any of the
Arch Stockholder Rights are not exercised, the holders thereofwill automatically receive a
warrant for each Arch Stockholder Right not exercised (an "Arch Participation Warrant") for the
purchase ofone Arch Common Share. The Arch Participation Warrants are described in Section
Yli,

3. Effectiye Date.

The Merger will be consummated (which consummation will be on the Effective
Date of the Plan) ifand when each of the conditions described in Section IVD 10 below is
satisfied or (where permissible) waived, and the parties file the Certificate of Merger with the
Secretary of State of the State ofDelaware. The Merger will become effective upon the filing of
the Certificate ofMerger with such Secretary of State or at such later time as may be provided for
in the Certificate of Merger.

4. Representations and Warranties.

In the Merger Agreement, each ofMobileMedia Communications and Arch has
made certain representations and warranties regarding, among other things: (i) their respective
organization, qualification, corporate power and authority to enter into and perform their
respective obligations under the Merger Agreement; (ii) capitalization; (iii) the compliance of the
transactions contemplated by the Merger Agreement with their respective certificates of

16 The Proxy Statement will also seek the approval ofArch's shareholders of two proposals
necessary to consummate the Merger and of the reverse stock split discussed in Section I.E.
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incorporation and by-laws, certain contracts and applicable laws~ (iv) subsidiaries~ (v) the
accuracy of their respective financial statements~ (vi) the absence of certain specified types of
changes in the business, assets (including licenses, franchises and other intangible assets), financial
condition, operating income and prospects ofeach party and their respective subsidiaries, taken as
a whole~ (vii) the absence ofundisclosed liabilities~ (viii) taxes~ (ix) tangible assets; (x) owned real
property~ (xi) intellectual property; (xii) real property leases~ (xiii) certain contracts that are
material to the respective parties; (xiv) the possession of licenses and authorizations~ (xv) the
absence oflitigation; (xvi) certain employment contracts and related matters~ (xvii) employee
benefit plans; (xviii) certain environmental matters~ (xix) compliance with applicable laws; (xx)
certain information with respect to the parties' respective subscribers and suppliers; (xxi) capital
expenditures~ (xxii) brokers' fees~ (xxiii) the opinion of Arch's financial advisor regarding the
fairness of the Merger to Arch stockholders, and (xxiv) the accuracy ofcertain information
provided by each of the parties in connection with the various documents to be filed with the
applicable regulatory authorities in connection with the Merger Agreement and the transactions
contemplated thereby.

The representations and warranties in the Merger Agreement will not survive the
closing under the Merger Agreement.

5. Certain Covenants and Agreements.

Except as otherwise contemplated by the Merger Agreement and Plan and, in the
case ofMobileMedia and Communications, except as otherwise required by "Bankruptcy-Related
Requirements" as such term is defined in the Merger Agreement, Arch, MobileMedia,
Communications and the Merger Subsidiary have agreed, among other things (a) to use their
respective best efforts to consummate the Merger, (b) to work together to secure all necessary
approvals of regulatory authorities to the Merger, (c) to maintain their respective regulatory
licenses and authorizations and (d) to conduct their businesses in the ordinary course of business.

MobileMedia and Communications agreed to pay the net proceeds from the Tower
Transaction I2I:Q~ to the holders of the Allowed Class 4 Claims, which payment was made on
September 3, 1998, upon the closing of the Tower Transaction. MobileMedia and
Communications have further agreed to comply with certain operating restrictions during the
period from the date ofthe execution of the Merger Agreement until the earlier to occur of the
Effective Date or earlier termination of the Merger Agreement, except as required by law or
consented to by Arch. Among other operating restrictions, MobileMedia and Communications
have agreed not to (i) except for assets not in excess of $2,500,000, sell, lease, mortgage, pledge,
encumber or dispose of any of their assets or acquire or dispose of any assets, other than in the
ordinary course of business; (ii) except for permitted borrowings under the DIP Loan Agreement
in an aggregate amount as computed under Section 4.5(a)(ii) of the Merger Agreement (which
generally restricts borrowings in excess of amounts used for construction of the Debtors'
narrowband PCS network plus, at any time before December 31, 1998, $20 million, and, at any
time after January 1, 1999 through June 30, 1999, $30 million), create, incur or assume any
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indebtedness for borrowed money not currently outstanding (including obligations in respect of
~ capitalleases)~assume, guarantee, endorse or otherwise become liable or responsible (whether

directly, contingently or otherwise) for the obligations ofany other person~ or make any loans,
advances or capital contributions to, or investments in, any other person~ (iii) except for changes
to their payroll program as previously disclosed to Arch, enter into, adopt or amend any employee
benefit plan or severance agreements or arrangements, or (except.for normal adjustments in the
ordinary course ofbusiness) increase in any material respect the compensation or fringe benefits
of, or modify the employment terms of their directors, officers or employees generally or pay any
benefit not required by the terms ofany existing employee benefit plan~ (iv) change in any material
respect their accounting methods, principles or practices, except insofar as may be required by a
generally applicable change in GAAP~ (v) pay any pre-petition liability other than liabilities in
connection with the assumption of pre-petition contracts and with respect to wages, taxes,
customer refunds and other related expenses that the Debtors are authorized to pay by the
Bankruptcy Court and adequate protection payments and the net cash proceeds of the Tower Sale
to the' Pre-Petition Lenders; (vi) amend their certificates of incorporation, by-laws or other
comparable organizational documents; (vii) sell, assign, transfer or license any material licenses,
authorizations or intellectual property other than in the ordinary course of business; (viii) enter
into, materially amend, terminate, take or omit to take any action that would constitute a material
violation ofor default under, or waive any material rights under, certain licenses, contracts or
agreements (except, with the consent of Arch, in connection with entering into a transaction to
replace the Tower Transaction); (ix) make or commit to make any capital expenditure not set
forth in the capital expense budget attached to the Merger Agreement; (x) (A) declare, set aside
or pay any dividends on, or make any other distributions (whether in cash, securities or other
property) in respect of, any of their outstanding capital stock (other than, with respect to a
subsidiary ofMobileMedia, to its corporate parent), (B) split, combine or reclassify any of their
outstanding capital stock or issue or authorize the issuance of any other securities in respect of, in
lieu of or in substitution for shares of their outstanding capital stock, or (C) purchase, redeem or
otherwise acquire any shares of outstanding capital stock or any rights, warrants or options to
acquire any such shares; (xi) issue, sell, grant or pledge any shares of their capital stock, any other
voting securities or any securities convertible into or exchangeable for, or any rights, warrants or
options to acquire, any such shares, voting securities or convertible or exchangeable securities,
other than upon the exercise of options, or upon the conversion or exchange of securities,
outstanding on the date of the Merger Agreement; (xii) take any action or fail to take any action
permitted by the Merger Agreement with the knowledge that such action or failure to take action
would result in any of the representations and warranties of Communications set forth in the
Merger Agreement becoming untrue in any material respect; (xiii) make any material tax election
or settle or compromise any material tax liability or any pending or threatened suit or action other
than consistent with the terms of the Plan or practice since the Petition Date; (xiv) establish, or
transfer any assets to, a trust for purposes offunding any employee benefit plan, including,
without limitation, a so-called "rabbi trust," except as required by applicable Jaw; or (xv) agree in
writing or otherwise to take any of the foregoing actions.

Arch has agreed to similar categories ofcovenants, which are contained in the
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Merger Agreement.

6. No Solicitation by the Debtors.

Th~ Merger Agreement provides that the Debtors and each of their respective
directors, officers, employees, financial advisors, representatives or agents may not directly or
indirectly, solicit, initiate, engage or participate in or encourage discussions or negotiations with
any person or entity (other than Arch) concerning any merger, consolidation, sale of material
assets, tender offer for, recapitalization ofor accumulation or acquisition of securities issued by
any Debtor, proxy solicitation or other business combination involving any Debtor (collectively,
"Debtor Acquisition Proposals"), or provide any non-public information concerning the business,
properties or assets of any Debtor to any person or entity (other than to Arch and the Debtors'
creditors in accordance with existing confidentiality arrangements). The Merger Agreement
further obligates the Debtors immediately to notify Arch of any inquiries in connection with any
Debtor Acquisition Proposals.

Notwithstanding the foregoing, if a third party other than Arch delivers to the
Debtors an unsolicited bona fide acquisition or business combination proposal superior to Arch's
for which proposal any necessary financing is committed or reasonably capable ofbeing obtained
and which is likely to be consummated, the Debtors may, as required by bankruptcy law or the
fiduciary duties of the Board of Directors ofMobileMedia and Communications, participate in
discussions or negotiations with such third party. The Debtors have agreed, however, not to
terminate the Merger Agreement until at leas.t 48 hours after Arch's receipt ofa copy of the third
party's superior proposal.

Arch is subject to similar restrictions, which are contained in the Merger
Agreement.

7. FCC Al.1proval.

As discussed in Sections II A 8 and IV.F.2, the transfer oflicenses contemplated
by the Merger is subject to the approval of the FCC. Arch and the Debtors agreed jointly to
prepare and tlle applications (the "FCC Applications") requesting the FCC's consent to the
consummation of the Merger (i) to the transfer of the control of the Debtors' FCC authorizations
to Arch and to the transfer of control of Arch's FCC authorizations from Arch's current
shareholders to Arch's shareholders immediately following the Merger and (ii) to the termination
of the hearing in WT Docket NO. 97-115, In the Matter of MobileMedia Corporation et al. (the
"Hearing") without any further findings adverse to the Debtors or to the Debtors' authorizations
or otherwise materially affecting Arch's or the Reorganized Debtors' ability to own or operate the
properties, assets and business of the Debtors following the Merger. The As noted in Section
II.A.7.(a), the FCC Applications were filed on September 2, 1998. Arch and the Debtors further
have agreed to cooperate in taking all steps necessary to expedite the preparation, filing and
prosecution of the FCC Applications and that, should any person or entity challenge the grant of
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any FCC Application before the FCC, they will take such reasonable actions as are necessary to
oppose such petition or challenge before the FCC or defend such action and the order of the FCC
before the judiciary diligently and in good faith. The Debtors have also agreed to allow Arch to
participate in any meetings or hearings relating to the FCC Applications and a right to reviewin
advance any correspondence, agreements, or pleadings that may be submitted by the Debtors to
the FCC or any other party to the Hearing with regard to the FCG Applications.

8. Additional Agreements.

The Merger Agreement provides that each party to the agreement will (a) afford
the other party and its representatives access to all of its respective facilities, properties, books,
contracts, commitments and records and make available copies ofall reports and other documents
filed by such party with certain Federal or state governmental or regulatory authorities, (b)
cooperate in the preparation and filing of the Registration Statement filed with the SEC, and to
take any other actions required to be taken under applicable state blue sky or securities laws in
connection with the Rights Offering, (c) take all actions required to file with the Federal Trade
Commission and the United States Department of Ju~tice the required notifications under the
HSR Act with respect to the transactions contemplated by the Merger Agreement and to take any
other actions to cause the waiting perieds under the HSR Act to terminate or expire at the earliest
possible date, (d) cooperate in the preparation and filing ofall necessary documents, applications,
notices, petitions and filings and use all reasonable efforts to obtain all necessary permits,
consents, approvals and authorizations ofall governmental or regulatory authorities and all other
third parties, necessary or advisable to consummate the transactions contemplated by the Merger
Agreement, and (e) periodically provide updated financial information to the other.

In addition, each of the Debtors and Arch has agreed to notify the other promptly
of any event or development that would (a) render any statement, representation or warranty in
the Merger Agreement inaccurate or incomplete in any respect, or (b) constitute or result in a
breach or failure to comply with any agreement or covenant in the Merger Agreement.

9. EmplOYeeS and Employee Benefit Plans.

After the Merger, Arch and Reorganized Communications will control the hiring,
retention and firing of the employees ofReorganized Communications. Subject to the
requirements ofall applicable laws and transition periods for certain plans, all Reorganized
Communications employees will be transferred to Arch's employee benefit plans. Arch has agreed
to honor all vacation accrued by the Debtors' employees, to honor the Debtors' 1998 Employee
Incentive Program previously approved by the Bankruptcy Court and to give the Debtors'
employees "credit" for their years of service with the Debtors in connection with Arch's employee
benefit plans, to the extent permitted by applicable law.
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